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Vol..V, Now? 


In the Record 


Some Jump Higher Than Others 


When the economy as a whole is on an upswing, 
prices of some commodities have a tendency to go 
higher faster. When the top has been reached and the 
economy goes into reverse prices of some commodities 
normally go lower quicker. And sometimes prices 
swing far away from their norm. For a statistical 
breach in the recondite problem of why prices behave 
as they do, turn to pages 58-63 where you will meet 
some interesting figures and many, many charts. The 
subject is to be continued in the March issue. 
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Or Should We Send the Greenbacks? 


Most of the talk about the European Recovery 
Program is done in terms of dollars. But does anyone 
really think we are going to ship greenbacks? As has 
been said before, money, like words, is counters— 
in this case for commodities. Money cannot be eaten 
or shaped into houses or factories or shoes or radios 
or rails and ties. For an idea of the contemplated size 
of shipments of some major items and the problems 
which these huge exports would raise, turn to page 52, 
where the impact of ERP shipments is considered. 
This is ERP story No. 2. For part 1, see the January 
issue. Gas ee 


A Plant Grows in the Community 


What is the reputation of your company in the 
community? Do townsfolk learn what is going on 
only through hearsay or does your concern tell them 
through news releases, radio programs, invitations to 
visit the plant, paid advertisements, and other 
planned methods? This month’s survey of business 
practices finds that companies are intensely inter- 
ested in the subject of community relations. Atti- 
tudes and practices, however, differ widely. For the 
thinking on this vital subject see pages 65-68 and 
95-104. adn 


It?s More Than Semantics 


If taxes are borne by persons, not things, then 
corporations cannot bear taxes in their own right. 
Sooner or later the levies reach the stockholders, the 
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customers, employees, suppliers. Much has been writ- 
ten about how the tax burden is divided among these 
groups. Some of the conclusions that have been 
reached are presented on page 69. 

@ @ @ 


Pipe Lines to Power 


When men were first drilling for oil, one of the 
obstacles they encountered was natural gas. It burned 
readily and was sometimes made to do so to get it out 
of the way. Now this once “dangerous nuisance” is 
the basis of a giant industry and the third-ranking 
mineral fuel in the country. Pipe lines—more than 
229,000 miles of them—radiate from gas and oil fields 
to markets throughout most of the country. And the 
boom in pipe lines continues. It’s a natural—this 
story about gas. (See page 72.) 


A Slow Climb Upward 


Can production be planned to assure even, year- 
round employment? The usual thing is for employ- 
ment to go up when sales go up and for layoffs to oc- 
cur when sales dip. Some companies have tackled the 
problem and have found a way to keep annual sales, 
production and employment amazingly steady and 
still not stagnant. But individual company plans may 
have little or no success in a period of general business 
recession. There is much food for thought and action 
in the Round Table discussion summary starting on 
page 80. reac 


**__4And Please Deliver It’’ 


In so-called normal times it is one thing to make 
the goods, it is another thing to get them into the 
hands of the ultimate consumer. During the war we 
were not so concerned with this latter distributive 
function. Since the war, however, the big gains in 
employment have been in the trades and services. 
There are now about 96 workers in these industries 
for every 100 in manufacturing. In 1943, the ratio 
was down to 72 to 100. Given time, will it climb to 
the ratio that prevailed in 1939 of 112 to 100? (See 
page 63.) 


46 THE CONFERENCE BOARD 


February, 1948 


Business Highlights 


The Commodity Price Break 


HEAT dropped the limit of 10 cents a bushel 

for four consecutive days in early February, 
and the commodity price declined through February 
13. By Saturday, February 14, May wheat was 72 
cents below its peak, May corn was down 74 cents, 
and May oats about 2714 cents. Corn followed suit. 
Sympathetic movements developed in other com- 
modities such as oats, barley, rye, cottonseed, oil, 
hogs, rubber. 

Some observers regard the price drop as the begin- 
ning of a deflationary trend. But statements to that 
effect are fewer in number than a year ago. Last year 
a leveling off in prices occurred. From December 21, 
1946, to the end of January, 1947, wholesale farm 
product prices dropped almost seven index points. 
The food index likewise stabilized in the late weeks 
of 1946 with a net decrease for the month of Janu- 
ary. Commodity prices other than farm and food 
rose only slightly. 

What 1948 will bring is anyone’s guess, but the 
trend of wholesale prices in January was similar to 
that of a year ago. The Bureau of Labor Statistics 
over-all index for the week ended January 31 was 
163.7 (1926=100), a slight drop after a month of 
fairly stable prices. Wholesale foods dropped 3.8 
index points in the one week of January 24. Similar 
to the pattern of a year ago, commodities other than 
farm and food rose only slightly during the month. 

Although patterns of price behavior in agricultural 
products bear a remarkable similarity to those of a 
year ago, the present decline is the sharpest in six 
years and contrasts sharply with the gradual decline 
of December, 1946, and January, 1947. 


THE GRAIN PRICE BREAK 


Wheat prices in the Kansas City spot market hit 
a 1948 peak of $3.06 a bushel on January 16 and then 
weakened. One week after wheat reached its peak, 
the Crop Reporting Board released its report of stocks 
of wheat and rye on farms, in Commodity Credit 
Corporation bins, terminals, merchant mills and in- 
terior mills, elevators, and warehouses. Current wheat 
stocks, its report revealed, were nearly one fourth 
larger than a year earlier and one sixth larger than 
on January 1, 1946. Only January 1 stocks in each of 
the four war years, 1942-1945, were larger. 

Relatively large stocks of wheat were stored in all 
positions despite near-record disappearance since 
July 1, 1947. From a supply of nearly 1,449 million 


bushels (a very small carry-over of nearly 83.7 million 
bushels, plus the record crop of nearly 1,365 million) 
more than 653 million bushels had disappeared by 
January 1. This record was exceeded only in 1945, 
when the disappearance for the half year was 705 
million bushels. The figure for the October-December 
quarter was 327 million bushels; for the same period 
of 1946, 307 million bushels and for the last quarter of 
1945, 338 million bushels. For no other October- 
December quarter was disappearance greater than 300 
million bushels. 

Wheat reserves as estimated by the Crop Reporting 
Board include 428 million bushels on farms, 112 mil- 
lion bushels at merchant mills and 111 million bush- 
els in interior mills, elevators and warehouses—as 
well as 142 million bushels of commercial stocks 
at terminals, and 3.1 million bushels in transit, owned 
by the Commodity Credit Corporation. Other CCC- 
owned wheat is included in estimates by positions. 


FEDERAL STOCKS HEAVY 


The total wheat export quota for January was 34.6 
million bushels, and for February 36.6 million bushels 
—or a total for the two months of 71.2 million bushels. 
The March quota for exports of wheat and flour (in 
wheat equivalents) amounts to 35.7 million bushels, 
or slightly below February. 

The export goal of 450 million bushels from this 
season’s supply could be met by the CCC with pur- 
chases of only 77 million bushels. Hence, in view of 
large wheat stocks held on farms (see Table 1), 
there is little likelihood of the carry-over falling below 
the minimum of 150 million bushels fixed by Congress. 
Of course, CCC could raise its goal to 500 million 
bushels, but it is doubtful whether the extra 50 mil- 
lion bushels would be needed in view of the favorable 
crop outlook in other wheat-producing countries. 


WORLD WHEAT OUTLOOK 


Coincidental with the sharp drop in wheat prices 
this month, Australia released an estimate that its 
wheat crop would total 228 million bushels, breaking 
all records for that country. The previous high record 
was in 1939-1940 when the yield was nearly 210.5 
million bushels. Present prospects are in sharp con- 
trast with last year’s crop, which was small. 

France is said to be undergoing the third mildest 
winter since 1875, and is looking forward to the best 
spring harvest since prewar days. From about 10.25 
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million acres of winter 
wheat land, France ex- 
pects to obtain about 8 
million tons of wheat, or 
about the same as in pre- 


Grain and Position 


Table 1: Stocks of Wheat and Rye for Selected Periods 
Source: Department of Agriculture 


Thousands of Bushels 


Jan. 1, 1948 | Oct. 1, 1947 | Jan. 1, 1947 | Jan. 1, 1946 | Jan. 1, 1945 


Asad Wheat 
war days. It does not seem ORB AITISES Sco. Tosh. oe a eae 427,620 | 610,300 | 365,794 | 361,031 | $84,638 
likely, therefore, that Se CreditiCorp:? ae trys. ceteris 3,100 3,990 4,404 14,778 16,847 
: : ermissnisty Co ee. Mee ee ons 141,889 | 175,069 56,256 | 102,131 | 152,043 
France will be TRE Se ge PE APE Tr eB Moe pgm a Dag 111,730 | 136,216 | 96,779 | 95,276 | 114,887 
ket for our premium-priced Interior Mills, Elevators and Warehouses.!5| 110,796 | 196,631 | 119,044 | 108,776 | 160,432 
bushels. otal ee Fa Re RTER ee peice cscs 795,135 | 1,122,206 | 642,277 | 681,992 | 828,347 
As to the remainder of Rye 
WwW E B rE ernst, fie. ips eae eens sess 6 = 7,200 13,482 4,000 6,550 9,250 
estern OPEL. Pere ocak eae inet asechen es 4,072 3,824 2,476 4,544 12,207 
hall, the international Interior Mills, Elevators and Warehouses. 3,155 4,325 2,028 2,221 4,133 
wheat authority, estimates “TNA Dee ns.» Ee oe 14,427 21,631 8,504 13,315 25,590 


that 85% of a normal 
wheat crop will be realized. 
Reports from Eastern Eu- 
rope suggest that peasants 
in the bread basket of Europe will be looking for cus- 
tomers this year. 

Argentina is said to have sown the smallest acreage 
in twenty years but, because of favorable weather, 
a higher yield per acre promises a larger crop and 
more wheat available for export than was anticipated 
earlier this year. 


TEXTILE PRICES SOFTENING 


A softening in prices of textile products has been 
developing, but so far has attracted very little atten- 
tion. The weekly wholesale price index of textile 
products (BLS 1926=100) declined from 147.5 for 
the week ended January 3 to 145.8 by January 31 or 
1.7 points in four weeks. 

This softening in textile prices can be attributed, 
in part at least, to cautious buying by retailers. Out- 
standing orders at 296 department stores amounted 
to $543 million at the end of December, 1947, against 
$559 million a year earlier. Although this amounts to 
a drop of only $14 million it indicates a considerable 
decline in the volume of units bought. Furthermore, 
these figures represent only 296 of the larger depart- 
ment stores, and are not estimates of total sales, 
stocks, and outstanding orders for all the department 
stores in the country. 


Europe Wants Our Goods 


Buying of textiles contracted just about this time 
last year, but manufacturing held up because manu- 
facturers disposed of their finished goods through 
export channels. This year the situation differs. Coun- 
tries in western Europe, especially, want our produc- 
ers’ goods. At the same time, the devaluation of cur- 
rencies such as the lira and the franc increases the 
cost of our goods in those markets. American buy- 
ers, however, are finding it more tempting to buy 
goods from foreign countries. France exported large 
quantities of textiles before the war, and exports to 


1Estimates of Crop Reporting Board. | 4 : 

2Qwned by Commodity Credit Corporation, stored in their own steel or wooden bins and in transit. 
*Commercial stocks reported by Grain Branch, Production and Marketing Association at 40 terminal cities. 
‘Mills reporting to Bureau of the Census on milling and stocks of flour. 

6All off-farm storages not otherwise designated for each grain. 


the United States in the nine months of 1947 were 
about double the comparable 1946 period. 


MONEY WAR LOOMS 


Italy made the initial break from a managed cur- 
rency about two months ago. The official value for 
the lira dropped but exports assumed new life. 

Devaluation of the lira was looked upon with dis- 
approval by the International Monetary Fund and 
Great Britain. But their disapproval of the French 
decision to “adapt the value of the france to economic 
realities” was much stronger. Both IMF and British 
officials fear trade distortions and a heavy flow of 
French exports to the dollar area at the expense of 
England, Belgium, Holland and other trade competi- 
tors of France. 

Despite this disapproval, monetary authorities, 
both here and abroad, seemed to feel that devalua- 
tion of the franc was inevitable in view of the coun- 
try’s deteriorating trade position. With prices of 
French products about twelve times as high as in 
1938, French exports fell drastically during the final 
half of 1947 and French manufacturers preferred to 
sell in home markets because of higher profits. Un- 
favorable trade balances with neighboring countries 
increased, and balances had to be settled in gold. 

On January 25 France lowered the official par value 
of the franc 44.4%. Under the new official rate, the 
dollar is worth 214.4 franes against 119.1 francs. The 
new Official rate applies to all foreign exchange trans- 
actions (including the British pound) except Ameri- 
can dollars and the Portuguese escudos. Even for 
these two exceptions the official rate applies to two 
types of transactions. French exporters must sell half 
of their export proceeds to the exchange control au- 
thorities at the official rate; French importers must 
pay for goods defined “essential” in dollars or escudos 
at the official rate. All other transactions in dollars 
and escudos are carried on in the free market. 
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Free trading in gold is permitted in order to attract 
hidden gold holdings of French hoarders estimated at 
$3 to $4 billion dollars. The free market is expected 
to bring dollars out of hiding and repatriate foreign 
securities owned abroad by French nationals. These 
monetary measures, it is hoped, will permit reestab- 
lishment of French imports without drawing upon 
the Bank of France’s already badly depleted reserves. 
Gold reserves of the bank were about $548 million in 
November, 1947, against $2.7 billion in 1939. 

None too strong before France’s devaluation, the 
pound now faces even more pressure. With an over- 
valued pound, Britain is at a trade disadvantage in 
the United States. Other countries competing with 
France are finding it difficult to keep their currencies 
at “planned” levels. Out of this muddle could emerge 
a free-for-all devaluation scramble. The result would 
be a narrowing of our markets abroad by making our 
goods more costly for foreign buyers. 


THE ANTI-INFLATION ACT 


One of the primary provisions of the GOP Anti- 
Inflation law authorizes the President “to consult 
with representatives of industry, business and agri- 
culture, with a view to encouraging . . . voluntary 
agreements.” 

Under these provisions plans may be promulgated 
for allocation of transportation facilities and equip- 
ment; for priority allocation and inventory control 
of scarce basic commodities; and for regulation of 
speculative trading on commodity exchanges. The 
act further provides for antitrust immunity through 
the provision that all agreements must be approved 
by the Attorney General. 

Plans for priority allocation agreements are now 
being considered by the Department of Commerce for 
steel, pig iron, freight cars, farm equipment, and per- 
haps nitrogen and soda ash. Other industries which 
may possibly be affected include aluminum, nonfer- 
rous metals, lumber, electrical generating equipment, 
textiles, hides and leather. 


ALLOCATION IN THE STEEL INDUSTRY 


Negotiations on allocation are well along in the 
steel industry, which has been chosen more or less 
as the guinea pig in this experiment. The Steel Pro- 
ducers Advisory Committee, representing the indus- 
try, consists of twenty-three representatives of inte- 
grated, semi-integrated and nonintegrated companies. 

Expansion of production in four key industries is 
the basis of the program. Freight car production is 
to be stepped up beyond the current monthly goal of 
10,000 cars. Increased output of farm equipment is 
to be encouraged in areas of short supply which affect 
food production. Building materials expansion is to 
be concerned primarily with aiding the small home 
program. And special consideration is to be given 
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Table 2: Sales, Stocks, and Outstanding Orders 
at 296 Department Stores! 
Source: Federal Reserve 


Amount (In Millions of Dollars) 


Monthly Average or Month 


tay aouréa represent retail sales, stocks, and outstanding orders as reported 
by a sample of 296 of the larger department stores located in various cities throughout 
the country and are not estimates for all department stores in the United States. 
to petroleum production equipment and transporta- 
tion stock. 

These four industries would require “less than 
10%” of the total output of finished steel, according 
to Secretary Harriman, or approximately 6.5 million 
tons. In the first ten months of 1947, these industries 
received 4,105,936 net tons of finished steel out of a 
total of 52,278,248 tons—or 7.8%. The difference 
of 2% would be made up from increased capacity and 
decreased shipments to other industries. 

Steel distribution in 1947 and 1946 is compared in 
Table 3. The automotive industry remains the great- 
est consumer of steel: 14% in the first ten months of 
1947 as against 12.5% in the comparable period a 
year earlier. Exports constituted 6.6% of the ship- 
ments over the ten months—a 14% increase over 
steel exports for all of 1946. 

The steel industry has pledged full cooperation, but 
the feeling is the plan will only create new difficulties. 
Since some industries, such as automobiles, must 
receive less steel, new price and production problems 
will be created. 


COMPULSORY CONTROL 


Meanwhile, the Administration looks to com- 
pulsory, rather than voluntary, allocation. Several 
such bills are now being considered in Congress. 
Under the anti-inflation act, the President can also 
ask for compulsory action, should voluntary agree- 
ment fail to produce the necessary results. 
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Table 3: Steel Distribution by Industry! 


Sources: American Iron and Steel Institute; Steel 


In Net Tons 


Senate Banking and Cur- 
rency Committee that, if 
the Barkley price control 


bill were enacted, he would 


ificati 10 Month % of 12 Months % of 10 Months 1947 
Market Classificetion 1947 Total 1946 Total as % of 1946 immediately order all 

Cesterting = Pies ane i Rcd 4,720,273 9.0 4,239,471 8.7 111.3 prices of coal and _ petro- 
obbers, dealers, distributors. ..... 8,706,470 16.7 9,304,817 19.1 93.6 ; ins 
Construction, maintenance... .__ 5,177,358 9.9| 4,767,703 9.8 103.6 leum products, (including 
Contractors’ products............. 1,858,943 3.6] 1,618,739 3.3 114.8 fuel oil and gasoline) froz- 
=o) ale excluding tractors. . 7,305,827 14.0 6,112,120 12.5 119.5 en. The Department of 

il transportation.............. 4,061,027 7.8 3,806,746 7.8 106.7 : 
Shipbuilding................0.., 262,802 Es 283,803 6 92.6 the Interior would have to 
peer ERS ohare et 31,867 1 28,465 aT 112.0 decide, within the sixty 
il, gas drilling. . 28 TAT,A5SA 1.4 316,366 6 936.3 . . ; 
Mining, quarrying, lumbering. ie a 238,286 5 209,758 A 113.6 days provided ny the bill, 
Aggeulteral.. 0... f.6. 50.6.0. 1,021,357 2.0] 1,030,335 2.1 99.1 whether to roll prices back, 
Machinery, industrial equip., tools.| 2,601,466 5.0 2,415,517 520 107.7 to adjust them otherwise, 
Electrical machinery, equip. . 1,327,927 2.5 1,154,506 2.4 115.0 t eiainat frat 
Appliances, utensils, cutlery. . Le: Bee 1,306,289 2.5 1,227,154 2.5 106.4 or to eliminate controls. 
ee domestic, commercial sp 1,398,726 2.7 1,398,055 2.9 100.0 “Moreover,” S ecretary 
ontainers. . eee Sei. 4,199,267 8.0 4,255,287 8.7 98.7 , 
Ordnance, other military. . Seite sce CHa 41,080 a | 30,458 mit 134.9 Krug told the conmuttee, 
Uncelassified..................... 3,730,959 7.1] 3,549,461 71.3 105.1 in the case of oil, I antici- 
xport Mirai vivtterieitet saree" = (oxie"<" a), ep@yey'e alo xayioh 3,464,443 6.6 3,026,771 6.2 114.5 pate that allocation, pos- 

Otte ts Ce i ek. 52,201,821 100.0 48,775,532 100.0 107.0 


1All grades including alloy and stainless. 


A report by the steel sub-committee of the Senate 
Small Business Committee has the following to say 
about compulsory allocation: 


“However limited or sparingly used, it will have, in 
the opinion of the committee, the effect of slowing down 
production. It is one thing to gird the nation for war 
and to command its every facility for war production and 
quite another to place the same kind of imposition upon 
industry in peacetime.” 


ALLOCATION OF PETROLEUM PRODUCTS 


In petroleum, as in steel, producers are planning 
full cooperation with the government on voluntary 
procedures, but are generally opposed to compulsory 
control. The “Tobey Plan,” a voluntary program 
recently instituted, is now in operation in half the 
states. Fuel-oil coordinators or special fuel oil com- 
mittees have been appointed to alleviate present con- 
ditions of shortage. 

In addition, plans are proceeding for establishing 
voluntary controls as outlined in the anti-inflation 
law. At the request of the Department of the Inte- 
rior, delegated with authorities necessary to effectu- 
ate the anti-inflation law, the National Petroleum 
Council presented the industry’s plan for voluntary 
action. The recommendation is for appointment of 
regional advisory committees for New England, the 
Middle Atlantic states, and the North Central states. 
These committees would function in an advisory ca- 
pacity to state fuel committees and fuel coordinators. 
In all, eighteen proposals were presented by the 
council for increasing production and providing for 
more equitable distribution. 

These plans are still in process of formation but 
Secretary Krug has publicly stated that he has little 
faith in their effectiveness. He testified before the 


sibly including rationing, 
would be necessary be- 
cause of the oil shortage.” 


EXPORT RESTRICTIONS 


In addition to allocation control, export restric- 
tions will also be utilized to insure the success of 
ERP abroad and the fight against inflation at home. 
The anti-inflation law authorizes the President “to 
use price criterion in the licensing of exports, either 
by giving preference—to those which provide for the 
lowest prices [for comparable merchandise] or in 
exceptional circumstances by fixing reasonable mark- 
ups in export prices over domestic prices.” 

Effective March 1, commercial shipments to Eu- 
rope of any commodity will require individual li- 
censes. The Office of International Trade has had the 
right since the first of the year to require export 
licenses for shipment of goods anywhere out of the 
United States for certain commodities in short sup- 
ply. These included all steel products, coal and coke, 
certain wood products, all food and agricultural sup- 
ply commodities, and all chemicals and drugs except 
streptomycin. 

The latest export order applies to continental Eu- 
rope, the British Isles, Iceland, all of Turkey and 
Soviet Russia, Tangier, Spain’s colonial possessions, 
and the Mediterranean islands. 

This new program will enable the Office of Interna- 
tional Trade to restrict nonessential exports, thus 
aiding the European Recovery Program. Although 
virtually all countries now have import restrictions, 
the plan is considered necessary as a check from a 
political and economic standpoint. More than 90% 
of our exports to Europe will continue to move freely, 
with routine only perfunctory, according to the OIT. 
Price criteria in the issuance of licenses will be ap- 
plied only to items on the “positive” list. 
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Opposition to the gov- 
ernment’s export plan has 
been expressed in general 
discussions between gov- 


Table 4: United States Exports of Domestic and Foreign Merchandise to 


Selected Countries 


Source: Department of Commerce 


Dollar Figures in Millions 


ernment and industry, and 


Country 

through trade resolutions. : 
A resolution adopted by ee eames Wa Sata set 

TOPE, oie beet muna s eee 
the Commerce and Indus- Sweden... 8 Sims sends eeee 
try Association recom- Norway. ...+s+2++.2+---* 
mended “that the opera- Netherlands. creess sess ssesstoustuse 
tions of OIT be investi- Belgium and Luxemburg..... 
gated by Congress to as-  Stityeriand. os... 
certain (a) whether that SER. ht eee 
agency has carried out the Ttaly screens. hee eee ee 

Greecey.b2y.de. Sees fee 


instructions of Congress to 
protect the domestic econ- 


omy and promote equitable distribution of United 


States goods to foreign countries and (b) whether 
legitimate exporters have been unnecessarily handi- 
capped and harassed by the regulations of OIT and 
the manner in which those requirements have been 
administered.” 

Private exporters fear that controls will eventually 
be extended to all continents. Control only over ex- 
ports to Europe may result in evasion of licensing 
regulations through the transshipment of American 
merchandise. Says the National Foreign Trade Coun- 
cil: “If the production and shipment of goods is de- 
layed by licensing procedure or by the uncertainties 
of bureaucratic decisions, they may . . . be diverted 
from destinations where urgently required.” 

What effect the export program will have on ex- 
ports to any particular country in Europe is not 
known. Exports to major European countries in No- 
vember, 1947, compared with a year earlier are pre- 
sented in Table 4. Latest data available reveal more 
than a threefold increase in exports to Europe over 
prewar years. Over-all exports in the same period 
(from 1939 to November, 1947) rose almost four and 
a half times. 

November exports to Europe were valued at $374.9 
million—the lowest total since December, 1946, and 
more than $13 million below the monthly average 
for 1946. A decrease from $102.6 million to $62.7 
million over the year in shipments to the United 
Kingdom accounts in large part for the decline. Ex- 
ports to that country decreased 34% in November 
alone. 

Exports to Russia in November were about 35% 
of those of November, 1946, but more than double the 
monthly average for 1939. November exports were 
$10.4 million—$1.2 million more than in October. 

European countries which are recipients of United 
States relief increased their imports from this country 
considerably. Exports to Italy were $40.7 million in 
November as against $36.7 million in October. This 
is almost ten time our trade in 1939. Shipments to 


- - Month] of 

ee nied ote Berle Av'ge 1989 SLs 

ROS Pees ota be 1,137.9 ibe 986.3 ea ke 264.8 re 5 
Se eis cers 374.9 100.0 388.3 100.0 107.4 100.0 
sethate Ass Bt Bh oe 21.5 5.7 22.8 5.9 8.2 7.6 
a eiehete cap Baers 8.6 2.3 9.3 2.4 2.7 2.5 
62.7 16.7 102.6 26.4 42.1 39.2 

nine re Some 39.6 10.6 ZA 7.0 8.1 7.5 
orate hai See ae 57.1 15.2 30.2 7.8 5.4 5.0 
Ape ee ae es 57.8 15.4 67.5 17.4 15.2 14.2 
Ao ene tee 17.9 4.8 15.3 3.9 1.6 1.5 
Ayn Leth Soo 10.4 2.8 16.0 4.1 4.7 4.4 
PRS caiahs Riccnek oe 40.7 10.9 Sit 8.0 4.9 4.6 
itdtis <i Rr 11.3 3.0 8.4 2.2 6 6 
RNaNs 3 oe ie 47.3 12.6 58.0 14.9 14.0 13.0 


Greece in the same period rose from $9.9 million to 
$11.3 million. Outside of relief countries, the greatest 
October-to-November increase was in exports to the 
Netherlands. 
Wuu1aM B. Harper 
Division of Business Economics 


Economic Notes 


Helping Canadian Farmers Pay Taxes 


Farmers across Canada will receive aid from the Depart- 
ment of National Revenue in keeping their accounts, it was 
learned recently. There is a catch in the plan, however, 
since more of them will find themselves liable for income tax 
than are at present paying. 

In a paternal spirit the department is issuing free, through 
the postoffices, to all the 650,000 farmers in the country 
a question and answer guide as to what income tax they 
should pay. A farm account book is attached in which they 
can set down all their expenses and receipts from the sale 
of crops and cattle. 

It is all being done in a helpful spirit, it is claimed, and 
aimed at putting the business of collecting revenue on a 
more businesslike basis. Only 53,000 out of Canada’s 
650,000 farmers filed income-tax returns and only 27,411 
paid taxes. [Comparable data are not available for the 
United States.]|—(The New York Times.) 


$73,092,058,013 

Total commitments of the United States abroad in the 
form of loans, property credits, advances, relief, lend-lease 
expenditures and subscriptions to international organiza- 
tions from July 1, 1940, to June 30, 1947, were actually 
greater than the national income in 1939 which amounted 
to $72,532 million— (Legislative Reference Service of the 
Library of Congress.) 


New Benchmarks for Business 
Returns on the 1947 Census of Manufactures may be in 
within six months if replies are prompt, the Bureau of the 
Census states. Preliminary tabulations may be available 
before all returns are in. 
This is the first census since 1939. Before that time, they 
were taken biennially. 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1948,” pages 72, 73) 


Item 


Industrial Production 
Per RE (HERES) (5). onic caus) sea tee sro o 
Manufacturing (FRB) (S)........ 
Durable goods (FRB) (S)....... 
Biteoleee berate fx serteras » Ease orice 
TO) Re ere 

C opper (refined).............. 

Le ad (refined)................ 

7 ATO (A) ee 

Glass containers.............. 


Machinery (FRB)...........- 
Transportation equip. (FRB).. 
Automobiles, factory sales**.. . 
Nondurable goods (FRB) (S).... 
RrOtLon? 20d alee owton sR 


Chemicals (FRB) ( 
Newsprint, North American. . . 
Papert aie cc eek cts Sea 
IPADerDOArGs | 7.48 uisal oan iss 
Boots and shoes*.............. 
Cigarettes (small)*............ 
Mining (FRB) (S).............-- 
Bituminous coalr.........-..- 
PAMEEEACILC. cues en teeis res eieie 
Crude petroleum!............. 
Blectric power®: .,. ¢....i0)'\e02 0001 
RUGMSETUICHIONS. 5. -.n.s.,0 sipialsin ales ore oe « 
Heavy engineering—Public’........ 
Heavy engineering—Private’....... 


Distribution and Trade 
Carloadings, total. .............. 
Carloadings, miscellaneous™........ 
Retail trade (NICB) (S)r.........- 
Department store sales (S)......... 
Variety store sales (S)r..........-- 
Rural retail trade (S) 
Grocery chain store sales (S)*r...... 
Magazine advertising linage........ 


Commodity Prices 
All commodities (BLS)*............ 
Raw materials. ......3...c-++55- 
Semi-manufactured articles....... 
Manufactured products®.......... 
Farm products..........2+-++++- 
Foods 


Sensitive industrial (NICB)5........ 
Sensitive farm (NICB)®............ 
Beer ICES. cools ok cee hs os = 
Securities 
Total stock prices (Standard & Poor’s) 
Industrials 


Totalno. shares traded N.Y.Stock Ex. 
Corporate bond yields (Moody’s). . . 
Financial Indicators 


Bank debits, outside New York City" 
New capital corporate issues........ 


personal income (S)**....... 
Money in circulation, end of month. 


SAdjusted for season variation 


data prior to 1944 4Avi daily 5A 


ber, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were rein 


1Shipments 


1935-389 = 100 
1935-39 =100 
000 net tons 
000 net tons 
net tons 

net tons 

net tons 

000 gross 
million bd. ft. 
000 dollars 
1935-39 =100 
1985-39 = 100 
units 

1935-39 =100 
bales 

million pounds} 
million pounds 
1935-39 = 100 
1935-39 =100 
short tons 

% of capacity 
% of capacity 
thous. of pairs 
millions 
1935-39 = 100 
000 net tons 
000 net tons 
000 barrels 
million kwh 
000 dollars 
000 dollars 
000 dollars 


1935-39 = 100 
1929-31 =100 
1935-39 =100 
thous. of lines 


1935-39=100 | 


1929=100 


1935-39 =100 
1935-39 =100 | 


1935-39=100 | 


thousands 
per cent 


million dollars 
000 dollars 


million dollars 


P 
P 


P 


*Consumption; cigare’ 
weekly ‘F. W. 


70,996 
n.a. 
n.a. 

28,873 

285 
238 
n.a. 
174 
753,406 
n.d. 
62.1 
154 
250 
463,704 
101.5 


60,295 
926,168 
83,127 
14,565 
n.a. 
28,867 


1946 


69,682 
8,430 
2,566 

r 24,566 
Tr 281 
r 234 
305,148 

Tr 178 
759,498 

52.0 

ie 62.2 
r 156 
rT 250 
461,448 

109.3 
99 

37,879 

27,333 

r 155 
r 52,515 
r 4,613 
5,291 
4,903 
715,108 
62,493 
56,096 


874.7 
401.4 
312.0 
r sol 
214.7 
372.5 
338.1 
4,474 


159.5 
175.5 
156.4 
152.1 
187.9 
178.0 
173.8 
221.7 
185.9 


Svs sss 


3 


123.6 
130.3 
100.1 
97.2 
22,489 
3.02 


51,002 
r 470,278 
r 84,069 

14,151 

204.9 
r 28,766 


315,969 
r 176 
826,216 
r 61.8 
65.3 
r 155 
248 
r 502,874 
109.5 

101 
r 46,765 
33,237 
154 
57,210 
5,506 
5,320 
4,963 
793,286 
44,871 
70,147 


950.7 
432.0 
300.2 
275 

207 4 
311.8 
339.5 
4,763 


158. 
175. 
154. 
151. 
189. 
Yate 
168. 
226. 
184. 


OOOO eee or 


125. 
181. 
104. 
101. 
36,481 
2.95 


ome 


56,594 
r 598,948 
r 75,923 

13,432 
r 204.4 
r 28,552 


172 
727,448 
r 57.0 
61.5 
157 
248 
470,167 
102.0 
96 
40,826 
29,204 
153 
52,420 
5,141 
5,251 
4,938 
649,996 
48,255 
75,446 


906.0 
401.7 
301.1 
291 

208.7 
355.6 
326.0 
4,738 


157. 
170. 
152. 
151. 
186. 


OCWDHORAOHH 


20,199 
2.85 


49,962 

r 258,357 
122,187 
12,758 
210.9 
28,567 


tte consumption measured by tax-paid withdrawals 
Engineering News-Record—average weekly 


249 
97.0. 


52,295 
r 691,224 
r 113,297 


Percentage Change 
November, | December, | 12 Months, 
1947 to 1946 to 1946 to 
December, | December, | 12 Months, 
1947 1947 1947 
0.5 +4.9 +9.3 
0.5 +4.2 +9.4 
+1.8 +8.1 +14.4 
+1.9 +27.9 +27.3 
+3.2 +29.7 +30.2 
+11.6 +40.3f +98.1f 
4.2 +22.0 +41.0 
+1.9 +1.2 +11.7 
-12.6b -12.3¢ +1.0d 
-12.6b +1.3¢ +6.6d 
+17.5 +4.7 ~7.8 
+1.4 +3.3 +15.0 
+1.7 +1.3 0.8 
-3.4b +13.4¢ +69.6d 
—2 .2 0 +4.4 
-0.8 -3.0 -3.0 
-15.96 -16.9¢ -7.2d 
-0.2 +11.1 +9.4 
1.3 4.9 +3.9 
0 +0.4 +6.0 
+0.5 +7.7 +7.0 
-7.1 +4.6 +3.0 
-10.1 -3.3 +2.9 
-19.06 -7.0¢ -12.6d 
-9.3 +9.3 44.5 
0 -13.1 +9.7 
+5.4 +26.2 +16.0 
+5.4 4.0 -5.8 
0.56 +9.7c +6.5d 
+5.1 +9.6 +13.5 
12.5 +36.8 +3.6 
-7.6 +116.8 +22.3 
+21.4 +10.6 +0.6 
-9.8 44.2 47.7 
—-7.4 +5.0 +7.1 
+3.96 +16.6¢ +21.8d 
+0.7 +9.8 +7.7 
+3.5b +7.2¢ +5.1d 
+19.5b +28.6c¢ +15.4d 
—+0.45 +20.6¢ +36.5d 
27.8 14.6 -7.2 
+2.3 +15.8 +25.5 
43.7 +18.8 +23.0 
+1.0 +15.9 +34.2 
+1.6 +13.9 +25.6 
+4.7 +17.0 +21.9 
+0.2 +11.4 +29.3 
0.9 +18.0 +41.4 
+6.1 +33.0 +31.3 
4+1.3 +9.0 +16.2 
-1.0 2.5 -12.1 
0.8 +0.2 -10.7 
+3.8 12.5 -26.3 
3.3 -14.4 -14.4 
+57.1 -5.0 -33.0 
+3.3 +10.2 i4.3 
+18.2 +15.3 +13.7 
+96.9 +34.0 +33.3 
-1.1 -26.6 -50.7 
+2.9 +28.1 n.a 
+0.26 +8.8¢ +11.7d 
+0.4 0.3 +0.3 


3Excludes reconstructed government shoes included in 


8Grocery and combination chain store sales 
troduced. On April, 1942, levels, the September 
140 centers 


indexes for All Commodities and Manufactured Products, 155.0 and 147.7; October,r156.1, and 147.1; November, 157.0 and 148.1; December, 160.6 and 150.5 


1946 Percentage change 


, October, 1947, to November, 1947 


aos panera fCopper, duty free through December, 1946, all sources beginning January, 1947 


chain store sales; NI 


to variations in length of haul and amount loaded 
andagricul: 


on request. 


CB retail trade; new 


ap corporate issues and refunding issues; 

**New series. Automobile production data discontinued. D 
tural loans reported by member banks in leading cities revised to increase and improve coverage. Revised data unavailable prior to J 4 2 

adjusted at annual rates, replaces national income payments. Total personal income is current income received by persons from all sources, exclusive of transfers. Earlier d 
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cPercentage change, November, 1946, to November, 1947 
i n.a.Not available 


dPercen chan 
a ey 


hrough Septem- 


aNovember, 


ge, 11 months, 1946, to 11 months, 1947 
rLong-term revisions—variety 


= than .05% n a evisi 
ituminous coal; revised data available on request = *Value as traffic indicator subject 


Earlier data on factory sales available on request. 


Commercial, industrial 
uly, 1946. Total personal income, seasonall 
ata available 
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American Exports Under ERP" 


OW MUCH of any given commodity can be 

shipped under the European Recovery Program 
without impairing the domestic economy? This is 
among the most important problems raised by ERP. 
What answers are “officially” reached? 

European requests have had to be closely scrutin- 
ized in relation to what the United States might 
furnish without creating a new set of difficulties for 
itself. In presenting its proposals? to Congress, the 
Administration has prepared a concrete program cov- 
ering the major commodities. Definite quantities are 
set forth on the assumption that $6.8 billion will be 
appropriated for the first fifteen months and $17 bil- 
lion through the fiscal year 1952.3 

Estimates of exports under ERP are totals to 
participating countries and not only for the amount 
which will be financed by the United States. Thus, the 
sum of all shipments to the CEEC* nations will come 
under ERP administration—including that which 
these nations would be enabled to purchase in the 
normal course of events because of their earned 
dollar resources, gold transfers, or by credit exten- 
sions. 

The projections of trade through fiscal 1952 are 
not actual forecasts of what will specifically occur 
within the export-import and balance of payments 
relationships of each country. Beyond 1948, they 
are perhaps best viewed as magnitudes within which 
detailed adjustments will for the most part take place. 


IRON AND STEEL 


CEEC requests and Administration recommenda- 
tions for iron and steel and their products compare 
as follows through the entire program.5 


1The second of two articles bringing together data on the Marshall 
plan from the various official publications. The previous article, 
“From Paris Report to ERP,” appeared in The Business Record for 
January, 1948. Both are concerned primarily with the bearing of 
ERP on the United States. The agreement that the beneficiaries 
undertake, under the plan, to increase production, take steps toward 
financial stability, and in general, pursue such measures as will enable 
them to contribute as much as possible to their own recovery does not 
fall within the scope of this discussion. 

*Official studies are described in the bibliography accompanying 
the preceding article. Additions have been wide in this presentation. 

This $17 billion has now been withdrawn from the proposed legis- 
lation (See The Business Record, January, 1948, p. 4.) The estimates 
for projected exports to Europe over the period of the plan neverthe- 
less rest on the $17 billion figure. It is therefore used in this article in 
the same manner—as a peg for the global estimates. 

_ ‘Committee for European Economic Cooperation representing the 
a nations and Western Germany participating in the Marshall 
plan. 

5Except where otherwise indicated, the data and discussions are 
drawn from the appropriate State Department “Commodity 


Scrap is denied because of the extreme shortages 
of that material in the United States, where it is 
selling for the high figure of more than $40 a ton. 
Restricted scrap supply requires 15% more pig iron 
to be used in ingot production than before the war. 


In Millions of Metric Tons! 


Requested _—Allotted 

Scrapy.tid.. <.dc0 > Regie Pete ote ein aie 7.5 None 

Crude, semifinished steel................--- 8.6 2.6 

Binished steels.tuj3 2.tiaiterd- eset eects 2.2 6.1 
Iron and steel production equipment (millions 

of dollars®) =; 39004.0e Sted eee tes cee $404.5 $192.5 


1One metric ton equals 2,204.6 avoirdupois pounds, or 10% more 
than the short ton of 2,000 pounds. ‘ : 

2Unless otherwise specified, all value figures herein are given at 
July 1, 1947, prices. 

Every ton of scrap exported would mean a greater 
than ton-for-ton loss in American steel supply. If any 
were shipped, serious repercussions on domestic scrap 
prices might result and the entire critical steel cost 
structure would be boosted upwards. A more ener- 
getic collection program in Europe is recommended. 

The chief reasons for the drastic revision in ex- , 
ports of crude and semifinished steel are the loss in 
circulating scrap in the United States and the re- 
duced amount of finished steel available here. 

With reductions in the amount of crude and semi- 
finished steel to be supplied, there will be reduced 
need, it is thought, for finishing facilities. It is sug- 
gested that steel-producing equipment in the form 
of reparations from Germany is a source which 
should first be tapped. Hence, it is considered that the 
amount of equipment supplied by this country will 
amount to about half of that requested. 

Because of the reductions made in other pro- 
grammed items, finished steel is to be supplied in a 
greater amount than that requested. This will pro- 
vide a supply for immediate consumption require- 
ments and minimize the burden of United States 
scrap losses. 

The CEEC iron and steel program would thus be 
reduced by 13% in the first year and 5% in the 
second. 

Reports,” described in the accompanying bibliography which follows. 

Although the period of ERP extends from April, 1948, through 
June, 1952, except for iron and steel, fertilizers and coal, none of the 
commodity programs outlined in this article is scheduled prior to 
July, 1948. The material on iron and steel covers only the fiscal years 
from July, 1948, through June, 1952, because the “Commodity 
Report” for these products treats this period only. Yet the summary 
table on page 116 of the Department of State’s “Outline of European 
Recovery Program,” which is based on statistical supplements to the 
“Commodity Reports,” gives 414,000 metric tons of finished steel 
and 187,000 metric tons of crude and semifinished for the April-June, 


1948, quarter. The same table also shows scrap exports which are not 
shown in the “Commodity Report.” 
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The total drain on United States steel supplies, in 
terms of ingot equivalent for all steel, steel-producing 
equipment and steel content of other machinery and 
equipment programmed, is estimated at: 


In Millions of Metric Tons, for Fiscal Years: 
1949 1950 1951 1952 


Crude, semifinished steel........... 8 8 8 Arh 
inished steel. .5'0.2).. 2. 44.0 ea som hy ae RE TS a Hees 

Finished iron and steel product equiv- 
alent in machinery and equipment. 1.4 1.4 1.1 9 
BULOURL: Ate scarsien tracey traps ce 4.4 4.4 4.1 3.2 


The actual drain is considerably less since the 
scrap from processing the ingot steel into steel prod- 
ucts and machinery will remain at home to be recir- 
culated. At current rates of ingot output, the pro- 
grammed shipments are calculated to absorb about 
5% or less of present production. 


DOMESTIC IMPACT 

According to the “Steel Supply and Distribution 
Problems” report of the Senate Small Business Com- 
mittee,’ all steel production could best be used do- 
mestically, although it grants exports are desirable. 
Conservative estimates of domestic demand, it states, 
allow 2.9 million short tons for export at 1947 pro- 
duction rates. Exports at 1947 levels, however, are 
placed at 6.5 million to 7 million tons, leaving a net 
domestic deficit of at least 3.6 million tons. 

Data in the report indicate that, based on the first 
three quarters, exports to Europe were nearly 2 mil- 
lion short tons in 1947. Under ERP, it points out, 
the flow to Europe would be increased. The report 
states that we have disproportionately increased our 
steel shipments to South America, as compared with 
before the war. Our market there was negligible then. 
It has since been built up with token exports at great 
trouble and expense. Larger exports to Europe would, 
it is thought, be attained at the cost of partially 
abandoning our South American market. It does not 
appear reasonable to the committee to make such 
a sacrifice, especially since when Europe becomes self- 
supporting in steel it will again be in competition for 
this trade. 

Semifinished and finished steel output in 1947 was 
about 62.3 million tons. The Herter Committee? antic- 
ipates that 1948 production will range from 64 million 
to 64.4 million short tons. Relative to the steel expan- 
sion program, it points out that only a small per- 
centage is scheduled to appear in 1948, and that sub- 
stantial amounts will not appear until the last quarter. 

Converted to short tons, projected exports of crude, 
semifinished and finished steel under ERP in the 
fiscal years 1949, 1950 and 1951 will be about 2.5 
million tons. Taking a rough figure of 1.9 million 
tons as our exports to Europe for 1947, we would 
be increasing shipments over this rate by 600,000 


ISenate Report No. 825, 80th Congress, 2d Session; see especially 
po. 14-16, 32-33, for this discussion. ; nie : 

House Select Committee on Foreign Aid, Preliminary Report Siz, 
pp. 6-7. 


tons, or 32%. Increased output in 1948, averaging 
the Herter Committee projections, would equal 1.9 
million tons. Unless other exports are diverted, ERP 
would consume 32% of this increase, leaving 1.3 
million tons or 2% more for apparent domestic con- 
sumption (assuming exports for 1947 and 1948 at 
6.5 million tons) in 1948. Some overstatement is in- 
volved since ERP exports on a fiscal year basis will 
overlap into the 1949 calendar year when production 
might be higher. 

The Krug Committee! estimated domestic demand 
for 1947 at 58.4 million tons—which was apparently 
not supplied in full. It placed the 1948 demand at 
59.4 million tons, which is criticized as too low by 
the Senate Small Business Committee and by the 
Herter Committee? as seeming “to reflect some tailor- 
ing to permit the assurance of exports at the rate of 
the first half of 1947.” 

It does not seem, on the basis of these data, that 
this supposedly low figure for 1948 will be met. These 
data are in over-all terms, however. It is conceivable 
that demand for individual items may slacken, and 
it is reported that this might be the case, for example. 
in stainless steel, wire rope and bars and rods. Output 
and capacity released because of such developments 
would help relieve the pressure on the tighter products. 

On balance, it appears that there is a delicate 
problem in allocating steel between the ERP nations, 
other foreign consumers and the domestic market, 
and that the relative shares of some claimants may 
be cut. 


COAL MINING MACHINERY AND COAL 


The CEEC nations are expected to meet 94% of 
their requirements for coal-mining machinery out of 
their own production. Total imports of $220 million 
from the United States was asked, of which $207 mil- 
lion is scheduled. The total for all types of equipment 
to be supplied is: 


Exports, Mil- 
lions of Dollars 


Fiscal Years 

RE ey ee Cee 7 ee ene cl Se $81.9 

a ae ea a ee ee eS Ce 52.7 

DE A i ieee in occite to neato 37.6 

ROS tek ate dy ei ode os Se ieee 34.5 
Total Gs Sets: dod ero 206.7 


It is believed that the production of mining ma- 
chinery in the United States is elastic and subject 
to expansion, providing steel, nonferrous metals and 
other components are available. Coal producers were 
queried as to whether the export program would no- 
ticeably impede their own equipment programs. It 
was concluded that with careful scheduling of pro- 
duction with voluntary assistance in securing materials 
and component parts, domestic and foreign needs 
could be met. 

1Report of J. A. Krug, p. 58. 

*Op. cit., p. 1. 
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The critical shortage in mining equipment is in 
conveyor belting—a rubber manufacture. The Krug 
Report indicated that production could be stepped up 
by standardizing widths, so that curing-press facili- 
ties might be more fully utilized. This suggestion is 
deemed feasible in the Administration proposals. 

United States coal exports under the Marshall 
plan are projected at 66.5 million metric tons. Most 
of it, 43 million tons, is expected to be shipped in 
the first 15 months—about 6% of domestic produc- 
tion. Exports will place no strain on our vast coal 
reserves. 

The limiting factors on our coal exports are insufli- 
cient port loading facilities and a shortage of rail- 
road coal cars. Since coal cannot be stored at the 
pits, this demands maximum utilization of open cars 
for coal rather than for other products to meet both 
domestic and foreign needs. 

It is estimated that domestic coal resources will 
not approach depletion for many centuries. With the 
economy operating at high levels, however, there is 
intensified demand for high-grade metallurgical coals, 
principally for coking purposes. Spot shortages have 
occurred where coke ovens are located near exhausted 
mines, and transport facilities to bring in supplies 
from other sources are not adequate. Quality of these 
coals has also been deteriorating. Pig-iron produc- 
tion has been lowered because the steel industry has 
been using coals with higher ash content. In addi- 
tion, mechanized mining increases slate content re- 
quiring greater use of washing processes.” 

The Krug Report points out that these are the 
coals which foreign buyers want, and that this added 
demand has resulted in higher prices for some deep- 
mine Appalachian coal, and has made its procure- 
ment difficult for the customary United States buyers. 
It further states that the high costs of transportation 
and handling (sometimes $15 a ton) cause foreign 
buyers to seek the highest qualities, for which they 
have offered premium prices. 

European coal imports highlight the dependence 
of ERP on a measure of cooperation from Eastern 
Europe. While imports from the United States are 
expected to decline over the life of the plan, those 
from Poland were estimated by CEEC to mount 
sharply from 16 million metric tons in 1948 to 30 
million tons in 1951.1 


ELECTRICAL EQUIPMENT 


Two programs for the construction of energy sys- 
tems are envisioned by the European nations. One, 
the “national” program of individual nations, is ex- 
pected to require goods worth $300 million from the 
United States. This program has already been started 
in several countries. The other phase, the “inter- 

1CEEC, Vol. II, pp. 164-165. 


*Report of J. A. Krug, p. 49; President’s Committee on Foreign Aid, 
(Harriman Committee), Part Three, Secs. C, D. 
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national” program, which contemplates the erection 
of nine power stations transmitting energy over na- 
tional boundaries, is to be provided with goods total- 
ing $200 million from the United States. Our contri- 
butions are to make up 9% of the combined $5.3 
billion undertaking. 

Most of the heavy generating equipment for the 
national program will be supplied by the European 
nations themselves. Only 10% of the allotment for 
this program will consist of electrical goods. The rest 
will go for such items as machine tools, construction 
equipment, pipes and tubes, forgings and castings, 
boiler drums and bearings. 

In contrast, 25% of the money for the international 
program is to go for electrical goods. Since these 
projects will take some time to get under way, it is 
thought that the requirements will be fulfilled in a 
longer time span than for the ERP as a whole. Since 
backlogs of domestic orders are large, spreading of 
foreign requirements over a longer period might mini- 
mize the resultant curtailment on domestic expansion 
plans. The assumption here is that the backlog will 
be smaller after 1949 and that new orders will be no 
larger than at present visualized.t 

Table 1 sums up anticipated expenditures in the 
United States for both programs. 

Total exports of electrical goods during the ERP 
program period—distinguishing between those needed 
for the power program and current consuming equip- 
ment, for which Europe has always been an impor- 
tant market—are as follows: 


In Millions of Dollars, for Fiscal Years: 
1949 1950 1951 1952 Total 


CEEC power program...... 12.5 14.4 7.2 35.1 69.1 
Other electrical goods....... 82.5 86.4 77.8 29.9 276.6 
Totalr cacti: emtetet 95.0 100.8 85.0 65.0 345.7 


AGRICULTURAL MACHINERY 


CEEC requested total imports from all sources of 
$932 million. The American appraisal suggested that 
world availability would amount to $643 million, of 
which 85%, or about $545 million, would come from 
the United States. In addition, $315 million worth 
could be supplied by the European countries them- 
selves. 

Farm machinery production in the United States, 
it is estimated, will amount to nearly $1.3 billion 
in 1948. Scheduled exports under the ERP program 
would constitute about 10% of this annual total. 


; oe s 
pes penal Vidiew 
LED i ocalnyaes scares ite oth iia aati cate A cube eee $136.3 
TODO r ss nn eis cat note tk ee oie ea eee oie 161.5 
ROSS cae Au eins Pie ea naiehels «atherers 131.8 
LOG. 8 aa ctuiste ainsi s moceiiis taste octane 115.5 
NCOP is ORI: indicacy sR aA che nevi 545.1 


1See Report of J. A. Krug, pp. 24-27; President’s Committee on 
Foreign Aid, Part Three, Sec. F. 
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Table 1: Anticipated Expenditures in 


United States for European Power Programs 
Millions of Dollars 


1951 Total | After! | Grand 
1948-51} 1951 Total 


Clssification 1948 


Nonelectrical 
goods Rahehore st 112.5 |103.1 | 51.6 |120.3 |387.5 | 32.6 |420.0 
Electrical goods. | 12.5 7.2 | 35.1 | 69.1 | 10.9 | 80.0 
SEOUL oc 125.0 |117.5 { 58.8 |155.4 |456.6 | 43.5 |500.0 


1All of the goods scheduled for delivery after 1951 are for the international program. 


The “Commodity Report” on agricultural machin- 
ery estimates that the CEEC nations in 1947 re- 
ceived 4% of domestic production. The Harriman 
Committee! figure for 1947 exports to CEEC is 3%. 

Although both reports agree that domestic produc- 
tion of tractors and other farm equipment will ex- 
pand, the Harriman group advocates a lower rate 
of shipment: 


“Twice the recent annual rate of our exports to these 
countries of all farm equipment and parts would still 
be only about 6% of our total production. Given the 
probable increase in production and the possible decline 
in exports to other areas” (total 1947 exports roughly 
one sixth of domestic output) “it would not prevent 
a small increase in the quantities available to domestic 
farmers. It would, however, give the European farmer 
a preferred position. This is the most that could be fur- 
nished without serious doubts as to their ability to use 
increased quantities effectively in furthering their food 
production program.” 


The Krug Report? suggests that as domestic de- 
mand declines, exports of animal-drawn equipment 
might be feasible, especially for areas with fuel and 
lubricant shortages. 


ON THE FARM FRONT 


Fertilizers, together with the increased use of agri- 
cultural machinery, are relied upon to increase Euro- 
pean food production and decrease the large depen- 
dence on outside sources, especially the United States. 

This country is currently short of nitrogen fertil- 
izers, although production is more than double what 
it was before the war. Nitrogen produced in army 
ordnance plants has been going to Western Germany, 
and it is hoped that the output of these will be 
stepped up through expansion and integration of op- 
erations. A better supply of pressure tank cars would 
also be called for. 

Because of the decreased pressure on food supplies 
which would result, some nitrogen exports have been 
scheduled under ERP. It is estimated that the appli- 
cation of one pound of nitrogen increases the yield 
of grain by fifteen pounds.’ Although exports would 


10p. cit., Part Three, Section B. 

20p. cit., p. 4. 

*House Select Committee on Foreign Aid, Preliminary Report Four, 
pr. 
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Table 2: Quantities of Agricultural Imports of 
Participating Countries! from the United States 
Source: Department of State 
Thousands of Metric Tons 


Commodity June, 1948-49 | 1949-50 | 1950-51 | 1951-52 | Total 
Bread grains....| 2,375 | 5,820 | 5,540 | 4,475 | 4,475 | 22,685 
Coarse grains... 80 | 1,125 | 1,625 | 1,800 | 1,800 | 6,430 
Fats and oils.... 36 146 160 177 177 696 
Oilcake and meal 48 198 250 250 300 | 1,046 

LE ate dor 42 138 111 68 71 430 
CORTES ocala Peres 7 23 46 68 90 234 
Dairy products: 

(ae: eae 44 90 60 58 54 306 
Canned milk. . 80 160 105 93 68 506 
Dried milk. ... 63 125 81 85 81 435 

iif iene 20 40 20 20 20 | 120 
Dried fruit..... . 32 121 114 80 91 438 
IGE ore 5 26 25 25 48 129 
Other foods: 
hsesy.§. ad 35 Ue 150 105 105 105 502 
Fresh fruits. . . 26 332 366 525 525 | 1,774 
Tobacco........ 51 205 212 208 209 885 
Cottonsss.28 Au 170 521 521 546 572 | 2,330a 


1Including dependent areas. 
aEquals 10.7 million bales. 


mean a certain stringency in domestic supply, 12,000 
metric tons have been allotted for export from April 
through June, 1948, and 70,000 tons and 39,000 tons 
in the next two fiscal years, respectively. 

Always an exporter of phosphate rock, the United 
States will have no difficulty in supplying some of 
the European deficit. Altogether, 21,000 metric tons 
is expected to be shipped in the second quarter of 
1948 and 83,000 tons in each of the succeeding four 
fiscal years. Table 2 gives a conspectus of the antici- 
pated size of food and other agricultural exports. 

Aside from the domestic price problems which are 
involved in large exports of agricultural products, 
there are dangers in the effect on soil fertility. Esti- 
mates of wheat and corn available for export are 
based on average yields from assumed acreages of 75 
million in wheat and 92 million in corn through the 
1949-1950 crop year. These are assumed lowered to 
73 and 90 million acres respectively in the two subse- 
quent crop years. “Desirable” long-run acreages are 
62.5 million in wheat and 88 million in corn, accord- 
ing to the Department of Agriculture. The following 
excerpts from the Krug Report? highlight the problem: 


“Already 110 million acres of land—much of it our 
best cropland—are being damaged at a critical rate. If 
permanent damage to these lands is to be prevented, soil 
and water conservation treatment must be applied to 
them within the next decade. Another 115 million acres 
of cropland (about 25% of the total cropland acres) are 
eroding at a less rapid but still serious rate. . . . The 
special hazards involved in a maximum production pat- 
tern during 1948-1952 lie in the fact that about 10 or 12 
million acres more land would be in crops such as wheat, 
corn, soybean and cotton than would be needed for do- 


1Qp. cit., pp. 40-41 
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THE DOCUMENTS IN THE CASE—II 


(A Continuation of the Descriptive Bibliography Begun in the Previous 
Article in This Series.) 


5. Summary estimates of dollar requirements and 
commodity exports presented in the State Department 
report described in the previous item in this biblio- 
ography were based on a series of publications called 
“Commodity Reports,’’ which were released later. 


The “Commodity Reports’? were prepared by experts 
in the Executive Branch of the government who studied 
the CEEC program, discussed it with European tech- 
nical representatives, used the preliminary studies of 
the Krug, Nourse, Harriman and probably the Herter 
committees, made inquiries of their own, and there- 
upon laid out the Administration program as it went to 
Congress. The State Department functioned as the 
coordinating agency. 


These reports may be subdivided into two broad 
categories. 


a. One section, each portion of which is separately 
mimeographed, discusses the major commodities for 
which detailed estimates were prepared. They vary 
somewhat as to content: some are more general and 
less statistically precise than others. 


Department of State, “European Recovery Program,” 
Commodity Reports Including Manpower, (mimeo., un- 
bound) Jan. 5, 1948. 

Introduction 

Chapter A, Food and Agriculture 

Chapter B, Fertilizer 

Chapter C, Agricultural Machinery 

Chapter D, Coal 

Chapter E, Coal Mining Machinery 

Chapter F, Electric Power 

Chapter G, Petroleum 

Chapter H, Iron and Steel Including Steel Making Equip- 

ment 

Chapter I, Inland Transport 

Chapter J, Maritime Transport 

Chapter K, Timber 

Chapter L, Manpower 


b. The other section, in four volumes, contains 
tabulations of projected imports and exports of the 
CEEC nations from all sources by value (at July 1, 
1947 prices) and in physical quantities. Detailed 
estimates by commodity are given and they include 
imports from the United States presumably as de- 
termined by the study groups who prepared the 
“Commodity Reports’? referred to above. As is 
pointed out in the accompanying text, only major 
commodities amounting to about $13 billions worth 
of United States exports to the CEEC participating 
countries through June, 1952, are tabulated. Total 
merchandise exports including ship transfers are 
calculated at $22 billion for the period. 


Department of State, “European Recovery Program,” 
Supplement to Commodity Reports, in four volumes, 
(processed), Jan. 1948. 


Vol. A~B, Quarter April 1 to June 30, 1948; Fiscal Year 
July 1, 1948, to June 30, 1949 

Vol. C, Fiscal Year July 1, 1949, to June 30, 1950 

Vol. D, Fiscal Year July 1, 1950, to June 30, 1951 

Vol. E, Fiscal Year July 1, 1951, to June 30, 1952 


6. In order to provide essential information by 
country, the State Department has issued a set of 
reports under the general title ‘Country Studies.”’ 

ey consist of a short introductory chapter on general 
aspects, and chapters for each of the sixteen partici- 
pating nations and Western Germany. Each chapter is 
separately bound. 

The chapters are in two parts. The first deals with 
the background and present political and economic 
situation in each country. The second describes its 
participation in ERP and summarizes its projected 
balance of payments during the program years. Ap- 
pendix tables give projected imports and exports in 
value (July 1, 1947, prices) and physical quantities for 
April to June, 1948, and for July 1, 1948, through 
June 30, 1949. Estimates of production and consump- 
tion and slightly more detailed balance of payments 
data for the same periods are also given. Separate 
tabulations are made for dependencies of a country, 
where applicable. : 


Department of State, “The European Recovery Program,” 
Country Studies, (mimeo., unbound), Jan. 1948. 


Chapter Chapter 
I, Introduction IX, Italy 
II, Austria X, The Netherlands 
Ill, Belgium and Lux- XI, Norway 
emburg XII, Portugal 
IV, Denmark XIII, Sweden 
V, France XIV, Switzerland 
VI, Greece XV, Turkey 
VII, Iceland XVI, The United Kingdom 
VIL, Ireland XVII, Western Germany 


7. A summary of background and developments on 
the Marshall plan, through Noy. 10, 1947, has been 
prepared by Congressional staffs. It is difficult to con- 
vey briefly the diversity of its content. In its own words, 
it “Sis a collection of facts, official statements, back- 
ground data, and reports, both of individuals and goy- 
ernment agencies, on the Marshall proposals.. . .” 
An excellent chronology is included. 


Staffs of Senate Foreign Relations Committee and House 
Foreign Affairs Committee, “The European Recovery 
Program,” Basic Documents and Background Information, 
Senate Doc. No. 111, 80th Cong., 1st Sess., 1947. 
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mestic requirements and a desirable long-run level of 
exports. Some of the land currently planted to wheat in 
the Great Plains would be subject to severe wind erosion 
in the event of unfavorable weather, and over a period 
of years would produce more if in permanent sod. . . 

Much of the additional resource drain resulting from 
maximum production could be offset by increased use 
of conservation practices currently. Some acreage in the 
Great Plains, however, would be exposed to permanent 
damage. It is not suggested that agricultural production 
generally should be held down in the face of urgent for- 


eign needs. However, special attention should be given 
to erosion-preventive measures on the marginal areas put 
in cultivation.” 


COMPOSITION OF EXPORTS 


The Herter Committee has prepared a breakdown 
by type’ of the United States exports under ERP 
on the basis of the original CEEC requests. Revisions 
of these requests by United States agencies, have, of 


House Select,Committee on Foreign Aid, Preliminary Report Nine. 
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course, changed the proportions somewhat, but be- 
cause of their broad scope, they probably still have 
some validity. The analysis resulted in the following 
percentage distribution:? 
Food, fuel, fertilizer 
Other raw materials 


EA WIDINENE cc syanite ett ielste elas sos 5 oe hiner e's « 25% 
AH Dther oer merterasecurcttce ements fee one 


The grand total of commodity exports to the 
CEEC nations for which detailed estimates through 
the 1952 fiscal year have been made,” amounts to $13 
billion at July 1, 1947, prices. Exports not covered® 
and the dollar value of shipping which might be trans- 
ferred to the CEEC will raise total merchandise ship- 
ments to about $22 billion. 

CEEC exports to the United States, plus a small 
favorable balance on net invisibles, will cover almost 
$11 billion of this amount, according to the Execu- 
tive Branch estimates. This leaves a net balance on 
current account of $11 billion to be covered.by Treas- 
ury and non-Treasury financing.* According to the 
prevailing price level assumed, the Treasury will con- 
tribute from $8.5 billion to $10 billion of this amount. 
The remainder of United States financing, from $6.8 
billion to $8.0 billion, is to go for “offshore procure- 
ment,” principally in other Western Hemisphere na- 
tions which require dollars for their exports. 

Adding an estimated $600 million to cover Western 
Germany’s deficit with nonparticipating countries 
outside of the Western Hemisphere, a total United 
States contribution of $15.9 billion to $18.6 billion is 
contemplated. The working figure of $17 billion was 
derived from this range. 

A projected distribution, by country, of total dollar 
needs under ERP is presented in Table 3. The total 
of $21 billion is probably a median figure based on 
the range of price assumptions. Canada, Latin 
America and the World Bank are assumed to make 
up about $4.1 billion of this total. 

Switzerland and Sweden will receive no direct dollar 
help. The Administration believes that they will 
both have active balances of trade with the United 
States over the period—$100 million and $76 million, 
respectively. By participating in the program they 
will be able to receive their share in the allocation 
of scarce commodities. 


1bid., p. 10. 

2Among other important components, petroleum and timber have 
not been discussed here. 

Including $865 millions in petroleum-refining equipment. 

4See pp. 3-4 of The Business Record, January, 1948, in which the 
framework of these estimates is described. 


5Material in this portion of the analysis is drawn from Department 
of State “Outline of European Recovery Program,” pp. 110-115. 


Table 3: Projected Distribution of Total Dollar 
Requirements under ERP! 
Source: Department of State 


Millions of Dollars 
Country Amount Country Amount 

United Eaeedonn Se! $5,348.0 | Ireland............ $497.0 
BTANGES ARE leo LO Greeces 6 ci..a cisco. 473.0 
UAL st ciseipasis bee: 2,913.0 | Norway............ 234.0 
Bizonia? 2,499.0 | Portugal........... 150.0 
Netherlands......... 2,436.0 | Iceland............ 38.0 
Belgium-Luxemburg..| 1,419.0 | Turkey............ 18.0 
Austriasti enn sada. oy. WASMOR | Sweden ancients Shoe e « 
Denmarkies'ssecisaceiorss- 582.0 | Switzerland’........| «.....- 

pRotal saree sul sek tate sae oss . | $21,021.0 


1As given in an Associated Press PST published i in The New York Times, 
January 11, 1948, p. 26, based on information furnished the Senate Foreign Relations 
Committee by. the Department of State. 

2The combined British-American zone of Germany. 

*Sweden is estimated to have an active dollar Ueieae of $76 million. 

Switzerland is estimated to have an active dollar balance of $100 million. 


CEEC OBJECTIVES 

In the Paris Report, the CEEC nations outlined 
their production objective as follows: 

“The production expansion which is envisaged by 1951 
is similar in general scale to that achieved by the United 
States in the mobilization years 1940 to 1944. . . . in the 
United States from 1940 to 1944, coal output increased 
by 34%, steel output by 31%, electric power output by 
61%. The European coal output is planned to increase 
by 33% from 1947 to 1951, steel output (excluding Ger- 
many) by 60% and power output by 39%.” 

By the end of the program when the population 
is expected to be 11% greater than before the war, 
the following position would result: ? 

Food 

Restoration of prewar bread grain and cereal produc- 

tion; 

Large increases above prewar production in sugar and 

potatoes; 

Some increases in fats and oils and an expansion in 

livestock according to feed supplies; 

Coal output 5% above 1938; 

Electricity two thirds above prewar output; 

Oil refining 24 times prewar capacity; 

Crude steel 20% above 1938 production; 

Inland transport to carry 25% greater load than in 1938; 

Restoration of prewar merchant fleets; 


Supply from European production of most of the capi- 
tal goods needed for these expansions. 


These goals will have to be revised in accord with 
what the United States finds itself able to supply. 


Lawrence A, Mayer 
Division of Business Economics 
1CEEC, Vol. I, p. 11. 
*Ibid, pp. 14-15. 
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Prices: A Study in Deviations 


Part One 


RICE increases since 1939 among the subgroups 

under study range from 46.8% to 368%, as com- 
pared with an average gain of 106.9% in all prices. 
Similar differences appear when gains since June, 
1946, are studied. 

These variations in rates of increase within the 
price structure are often even more important as a 
business factor than the corresponding gains in the 
general average of all prices. 

The first step in determining what prices have led 
the advance is the very simple one of finding out 
where the percentage increases have been the largest. 
The last two columns of Table 1 show these relative 
changes from 1939 to November, 1947, and from June, 
1946, when many of the controls were relaxed, to 
November, 1947. 


Wholesale Price Indexes for Paper and Pulp and 
for All Commodities 


Sources: Bureau of Labor Statistics; Taz ConrFERENCE Boarp 
Index Numbers, 1926=100 


200 


PAPER AND PULP 


ALL COMMODITIES 


Wholesale Price Indexes for Woolen and Worsted 
Goods and for All Commodities 
Sources: Bureau of Labor Statistics; Tam ConrerENcE Boarp 
Index Numbers, 1926=100 
200 
WOOLEN AND WORSTED GOODS 


WOOLEN AND WORSTED GOODS 


ALL COMMODITIES 


Thus, the largest gains were recorded by oils and 
fats, hides and skins, lumber, cotton goods, grains, 
other farm products and foods. These and one or two 
others, including leather and building materials, were 
the leaders in the rise, both over the longer and the 
shorter periods. 

But this kind of simple analysis does not tell the 
whole story. Some prices and some groups of prices 
are generally much more subject to fluctuation than 
are others. They go up faster when all prices are 
rising and they go down faster when prices are falling. 
Some groups are subject to influences which do not 
bear upon prices in general and which may cause 
upward or downward movements more or less inde- 
pendent of other prices. 


Wholesale Price Indexes for Iron and Steel and for 
All Commodities 
Sources: Bureau of Labor Statistics; Taz ConrmrENcE Boarp 
Index Numbers, 1926=100 


200 


IRON AND STEEL 


ALL COMMODITIES 


Wholesale Price Indexes for Dairy Products and 
All Commodities 
Sources: Bureau of Labor Statistics; Taz ConrerENCE Boarp 
Index Numbers, 1926=100 
200 


150 


DAIRY PRODUCTS 


ALL COMMODITIES 
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DISTRIBUTION OF PERCENTAGE CHANGES IN WHOLESALE PRICE INDEXES 
Sources: Department of Commerce; Bureau of Labor Statistics: Taz ConrERENCE BoarD 
Percentage of All Prices Showing Change Indicated 
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~25 AND (0) 015 15 TO 25 
UNDER 


25 T1035 35 TO 45 


Y YZ 
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5 TO 85 65 T0 95 95 AND 
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PERCENTAGE CHANGE IN WHOLESALE PRICES FROM JUNE, 1946 


Prices of Shoes Related to All Prices, for Selected 
Periods 
Sources: Bureau of Labor Statistics; Tam Conrmrence Boarp 
200 


ACTUAL WHOLESALE PRICE INDEX 1926=100 NOV. 
—-— COMPUTED INDEX BASED ON 1921-1941 RELATIONSHIPS 
(COMPUTED INDEX EQUALS 49.04358 PLUS 0.602602/5 TIMES 

INDEX OF ALL WHOLESALE PRICES PLUS 0.88960205 TIMES YEAR MINUS 1931) 
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50 
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SHOE PRICE INDEX AS RELATED TO INDEX OF 
ALL WHOLESALE PRICES WHEN TIME FACTOR IS REMOVED 
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Wholesale Price Indexes for Nonferrous Metals 
and for All Commodities 
Sources: Bureau of Labor Statistics; Taz ConrerENcE Boarp 
Index Numbers, 1926=100 
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Prices of Lumber Related to All Prices, for 
Selected Periods 
Sources: Bureau of Labor Statistics; Taz CoNreRENCE Boarp 


300 
woe ACTUAL WHOLESALE PRICE INDEX, 1926 =100 


—=="=COMPUTED INDEX BASED ON 1921-1941 RELATIONSHIPS 
(COMPUTED INDEX EQUALS'-34.797734 PLUS 1.458717 TIMES INDEX OF 
ALL WHOLESALE PRICES PLUS 179914198 TIMES YEAR MINUS 1931) 


LUMBER PRICE INDEX AS RELATED TO INDEX OF ALL 
WHOLESALE PRICES WHEN TIME FACTOR IS REMOVED 
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Prices of Hosiery and Underwear Related to All 
Prices, for Selected Periods 


Sources: Bureau of Labor Statistics; Tox ConrerENcE BoarpD 
150 
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Wholesale Price Indexes for Oils and Fats and for 
All Commodities 
Sources; Bureau of Labor Statistics; Taz ConrerENcE BoarpD 
Index Numbers, 1926=100 
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TABLE 1: 


RELATION OF SELECTED COMMODITY WHOLESALE PRICE INDEXES TO TOTAL 


WHOLESALE PRICE INDEXES (1926=100) 


Sources: Bureau of Labor Statistics; Taz ConFERENCE BoarD 


Point 
Change in . 
Commodi Confidence Limits? ig peenny Rotates 2 rece Lbaaige 
Commodity Group 7 With core sey 
e ae Valuet Months 1980 J sa a 
Average 95 .70 DYErAgS Navspiber. November, 
Prices! 1947 1947 
RUCORMNOGINIES) os cones. tities ances ce can ales: Bane en eis Same 150.7 | +106.9 +41.3 
UDG Se eae Clea Py ie aA a Sia ae 10.1 148.8 136.8-160.8 | 142.7-154.9 167.7 | +152.8 +57.7 
Cereal PFOUUCTS: Neer. Ber Bias ames sation ete 4) 7.0a} 181.382] 110.0-151.7 | 120.9-141.7 153.9 | +130.6 +69.6 
DA Gl ee BP ee eee eee 11.3 159.4 145.2-173.6 | 152.2-166.6 158.5 | +153.1 +38 .2 
ERRNO ro tae Oe cc Ciccoke es 13.66 | 196.2 154.4-238.0 | 175,0-217.4 213.0 | +181.9 +97 .6 
Farm products RE eecWeNs eee ee ee biggie <8 14,8 178.4 165.3-191.5 | 171.7-185.1 179.6 | +187.7 +34.1 
WOVE at AOR Pa ORIG.” 2 HOS S006 OC EGC Coe ap eer 15.3 180.2 154.8-205.6 | 167.3-193.1 206.7 | +318.9 +61.7 
BR RSRUOPOUUCES Soran 0 ete, Hee ee tee eles 13.4 169.5 157.2-181.8 | 163.2-175.8 140.1 | +107.6 +82.5 
MEORONIZOOUS rachis Sowtraarten Suack ey cis EO abe be 13.7 176.1 157 .8-194.4 166 .8-185.4 197.0 | +211.2 +50.0 
Woolens and. worsted. g00ds4.0<.06 seek on 2 oS ee 11.0 158.1 144.0-172.2 150 .9-165 .3 129.5 +69.0 +19.7 
Clothing fit aRe cht 7 hk Rhein eee ORNL ICR RE ae Ere 8.2a | 140.0a | 128.0-152.0 | .134.0-146.0 133.8 +65.4 +12.7 
Hosiery and underwear Strate pes ase ONe Dee ee 9.8ab| 118.72 | 104.3-133.1 111.5-125.9 100.4 +65.1 +33 .8 
Building materials ae eho Seagate siete ake ca ciphoat®, vents 6.8 136.1 124.3-147.9 | 130.1-142.1 178.6 | +107.2 +44.3 
Paint and paint THACENIAS oe ees cei enh tere idee 137.6 126 .7-148.5 132.1-143.1 165.2 +95.4 +49.0 
Erick And! tilowie tes oe ac shes ate ee eee 5.9 130.8 123.2-188.4 | 126.9-134.7 188.8 +61.2 +21.4 
Lumber. . Gene Oa con arene OOP OO ISBT. seri oO er 14.66 | 213.7 186 .6-240.8 | 200.0-227.4 273.5 | 4217.2 +68.0 
Pousetornishing Gods...) 2 ees: sash elit citisa ec nein sl 8.3 145.4 134.0-156.8 | 139.6-151.2 128.6} +54.0| +20.4 
MEURO A Five ape fou Wane tee eiroce Mae hecta a's Neen 10.7 161.3 138.9-183.7 | 149.9-172.7 121.2 +54.4 +18.3 
Furnishings Ras Aes a nee ee See Se ene ei PS 6.6 134.9 125.0-144.8 | 129.9-139.9 135.7 +53.7 +22.3 
Hides and leather products....................00000: 7.9 149.4 183.1-165.7 | 141.1-157.7 | * 179.4 | +111.7 +65.4 
Shoes Paeeaee BLO AO xa Res cic critic CO Sane clon: 6.06 | 154.1 187.9-170.3 | 145.9-162.3 174.4 +82.3 +44.4 
Ebi CSLATICUSESTAS: ny etessucoascieginte, ae aictaieiaauseens awe eotkois be sreg 209.0 173 .1-244.9 | 190.7-227.3 206.6 | +211.3 | +116.8 
LL? SABES SSAA Fo Sr Goon Gecodntuedr ogee aa 11.2 167.0 147.4-186.6 | 157.0-177.0 186.9 | +146.9 +95.1 
Chemicals and allied products...............0....-... 7.9a | 187.02} 126.2-147.8] 131.6-142.4 126.6 | +78.7 | +40.9 
Chemica’ Soe Gis BROtGIee CRS Aing Lad ears ens eieeepr trees ae 5.2 127.4 116.8-138.0 | 122.0-132.8 118.2 +46.8 +26.8 
Fertilizer UTR 2 Sees OR ae. eee 13.0 166.2 143.5-188.9 | 154.7-177.7 104.4 +64.9 +35.4 
Oils UW CAE, Water Rania ee Reece eT NRE, hele 19.4a | 196.82 | 174.2-219.4 185. 5-208 .1 186.1 | +368.4 | +122.0 
cS LET ES Se Cee er ere Peer ae 10.9 152.2 137 .3-167.1 144 .6-159.8 114.4 +58.8 +20.6 
“POTTING WOT BERR Sa ee Pa ae eae 7.0 135.2 122.8-147.6 | 128.9-141.5 153.3 +95.0 +39.0 
BUGHPET ENE NOCAIS. | ..5,-fyocie cAlereeih ase io cath aOR Ee 058 11.3 153.9 136 .2-171.6 144 .9-162.9 139.9 +82.3 +43.3 
hove uate oe Wie Se, at ee, A, ene cane 6.6 137.0 121.3-152.7 | 129.0-145.0 132.6 +47.1 +28.0 
iorabing- and heating: 6 Pe ho sud dee, bays any alos 8.6a 140.6a 122.6-158.6 131.6-149.6 124.5 +71.7 +28.3 
ipesroreum and products... 1. WT Foe be see 11.36 | 120.8 89.5-152.1 | 104.9-136.7 88.0 | +91.4] +56.1 
1Based on the average relationship between prices for the specified groups of *For explanation of this term see text 


commodities and the movement of the all-commodity index. See text for explanations. 
Except where noted, the relationships were based on the years, 1921-1941. 


It would be instructive to know which prices, or 
whether any prices, have risen more since 1939 than 
was to be expected in light of the rise in the average 
of all prices. We would also want to know which 
prices have shown a lagging tendency. With this 
information, it would be possible to ascertain whether 
the latest prices in each of these segments of the 
price structure are “out of line.” The technique em- 
ployed for this purpose is familiar enough to the 
statistician. For the sake of others, a simple explana- 
tion of what has been done is in order. 

For example, each dot in the “dot chart” or “scat- 
ter diagram,” representing price data on fats and oils, 
shows on one axis the price index of all wholesale 
prices and on the other axis the price index of fats 
and oils. The straight line running through these dots 
is so chosen that the sum of the squares of the per- 
pendicular distances from these dots to the line is a 


Wee Survey of Current Business, March, 1947, for an analysis by 
Louis J. Paradiso and Lois H. Rodriguez, of changes which had 
occurred through February 22, 1947. The technique employed here 
is substantially the same as that used there. 


aThe relationship was based on the years 1926-1941. 


bAfter removal! of time trend. 


minimum. It is technically known as a “line of re- 
gression.” It is often popularly termed a “line of 
relationship.” It is labeled a “trend line” on this 
chart. What it purports to represent is a generalized 
law of relationship between the average of all whole- 
sale prices and the average prices of oils and fats. 
This line is algebraically represented by the simple 
equation: y = 1.935308 x — 94.896. 

This equation says that, on the average, if the 
index of all wholesale prices is multiplied by 1.935308 
and from the product is subtracted 94.896 the result 
will be the wholesale price index of oils and fats. 
Applying this formula to the average of wholesale 
prices for the year 1947 (eleven months), we obtain 
a theoretical figure for the wholesale price of oils and 
fats of 196.8. The actual index is 186.1, or nearly 
eleven points below what might be expected of it on 
the basis of relationships between the two series in 
the years from 1926 through 1941. Thus the index 
which recorded the largest gain of all appears to be 
somewhat below, rather than above, its normal course. 
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Prices of Meat Related to All Prices, for Selected 
Periods 


Sources: Bureau of Labor Statistics; Taz ConrerENcE Boarp 
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Oils and fats throughout the period 1926-1941 were 
subject to much wider fluctuations in price than was 
the general average and so would tend to move up 
more rapidly during the past year or two than gen- 
eral prices. 

But this is not the whole story. The “law” of 
relationship between the two series as set forth by 
the equation and by the line in the chart has been 
determined upon the basis of only sixteen years, and 
it is an “average” relationship. Suppose it had been 


Wholesale Price Indexes for Cotton Goods and for 
All Commodities 


Sources: Bureau of Labor Statistics; THz ConrERENCE Boarp 
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possible to observe these relationships for a thousand 
years. Is the law as determined markedly different 
from what would be obtained in studying a much 
longer period? What, then, is the extent of our “sam- 
pling error’? 

The answer to this question is given in columns 
three and four of Table 1. The equation as written 
is more likely to be correct than any other, but there 
are many variations with degrees of likelihood. If we 
write the computed value of the 1947 index of oils 
and fats 196.8 + 22.6, as we do in column three, we 
shall include the true figure 95 out of 100 times. 
That is to say, the odds are 19 to 1 that the true 
figure lies between 174.2 and 219.4. 


The actual index for fats and oils, 186.1, falls well 
within this range, and must, on this basis, be regarded 
as not significantly deviating from normal. Even if 
we narrow the range so that the odds are only 7 to 3 
that the true figure lies within it, we get 196.8+ 11.3, 
leaving the actual deviation of 10.7 of doubtful sig- 
nificance. 


A similar study has been made of all the other 
price groups included in Table 1. In a number of 
instances, charts are provided, presenting the results 
graphically. The only exceptions (and those only 
partial exceptions) are found in the cases of lumber, 
petroleum products, shoes, meats, and hosiery and 


Rising lmportance of 


HE SERVICE and trade industries are again 

assuming increasing importance as a source of 
civilian employment. The drift of workers to manu- 
facturing, necessitated by war production needs, has 
now been reversed. 

Trade and services have shown a gain in civilian 
employment of 1.8 million workers since 1945. During 
this same postwar period, employment in manufac- 
turing increased by only 200,000 workers.* 

Postwar changes in employment were expected 
because of shifts in the demand for both goods and 
services. During the war, the economy had been di- 
rected at meeting war needs which were chiefly for 
manufactures. Accompanying this change was a shift 
in the composition of the labor force. In 1943, there 
were only 72 workers employed in trade and services 


1A]l figures are those of the United States Bureau of Labor Statistics 
and include all wage and workers. Excluded are the self-em- 

loyed and unpaid family workers, estimated by the Bureau of the 
os to be approximately 6 million in 1946, for which an industry 
breakdown is not available. 


underwear. In these instances, it became clear that 
there was a longer-term drift in the group prices 
which was not shared fully, if at all, by the trend of 
all wholesale prices. It therefore was necessary to 
take a third factor, time, into account. The procedure 
in these instances is somewhat more involved, but the 
net result is the same. The estimated “normal” re- 
sult, the actual index, the deviation, and the “confi- 
dence limits” are shown for these as well as for the 
others in Table 1. These data are to be interpreted 
precisely as are those for the other series of which 
oils and fats is a typical example. The charts show 
the actual index for these groups, and the computed 
index in the upper section. In the lower sections, one 
of the factors is eliminated while the relationship 
between the other two are shown as in the case of 
oils and fats. 

Similar analysis of other groups of commodity 
prices, which preliminary study suggests are not in a 
very definite way related to changes in the general 
average of all wholesale prices, is under way. The 
results, so far as they appear helpful, will be published 
in the March issue of The Business Record, along 
with a study of price changes during and after World 
War I. 

Anita R. Koprtson 
Freperick W. JONES 


Division of Business Economics 


Distributive Industries 


for every 100 workers employed in manufacturing; 
the ratio in 1939 was 112 to 100. A postwar reversion 
to a ratio more nearly resembling prewar conditions 
was expected. In 1947, there were 96 workers employed 
in trade and services for every 100 engaged in manu- 
facturing. This figure was, however, still well below 
the level existing in 1939. 

Many factors accounted for shifts of employment 
among industry groups both during and after the 
war. Gaps in both trade and services and manufac- 
turing had been created by the loss of approximately 
13 million men and women to the armed forces. But 
employment increased during the war despite the de- 
crease in size of the civilian labor force. Bureau of 
the Census estimates reveal an increase in civilian 
employment of 5.3 million workers from 1940 to 
1945. Normal growth of the labor force and extra 
wartime workers were among the factors involved. 
Manufacturing absorbed most of the increase in em- 
ployment. The shift from trades and services to 
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Table 1: Percentages of Working Population by 
Occupational Groups, 1820-1935 
Source: Colin Clark, “Conditions of Economic Progress” 


Agriculture Manufac- |TradeTrans-) Domestic 
Year ‘orestry Mining | turing and ales Personal 
ishing Building mmuni- | Professional 
cations 

1820.. 72.3 0.2 12.1 2.5 12.8 
1850.. 64.8 1:2 16.4 5.4 1252 
LOOO |S Re siecle 87.4 2.0 27.0 18.7 14.8 
NO2@O Fee eccen 26.7 2.6 30.6 25.0 15.0 
LOSS) eee 25.4 1.8 27.0 aor 93.7 


1Actually working, data for previous years include unemployed, 


manufacturing was partly a result of the scarcity of 
certain types of civilian goods during the war. 

These rapid fluctuations have had the effect of ob- 
scuring the secular trend in composition of the labor 
force in the United States. Within a relatively short 
period of time this country had progressed from an 
agrarian to an industrial economy. An increasing out- 
put per farmer enabled a decreasing farm population 
to support an increasing total population. Since 1860, 
the average rate of decline of the labor force engaged 
in agriculture has been approximately 5% per decade. 
By 1944, output per farm worker was nearly 85% 
greater than in 1909. 

With the decline of agriculture as a source of em- 
ployment came the rapid growth of the manufacturing 
industries. The total number of persons engaged in 
manufacturing increased by 5 million persons from 
1899 to 1937, a gain of 100%. The entire 100% in- 
crease in manufacturing employment occurred during 
the first two decades of the period. After this period 
of rapid expansion, manufacturing appears to have 
declined as a source of employment relative to the 
growth of the trade and service industries. One au- 
thority has stated that “the proportion of the work- 
ing population engaged in secondary production ap- 
pears in every country to rise to a maximum and then 
to begin falling, apparently indicating that each 
country reaches a stage of maximum industrializa- 
tion beyond which industry begins to decline relative 
to tertiary production. In the United States this 
maximum was shown in the census of 1920.” 


PROJECTIONS 


Future projections suggest that trade and services 
face an even greater expansion relative to the growth 
of employment in manufacturing. Two estimates of 
nonagricultural employment were prepared by the 
Bureau of Labor Statistics, both based upon a level 
of full employment being in existence in 1950.2 One, 
a consumption estimate, holds investment demand 
and government demand at previously estimated 


Colin Clark, “Conditions of Economic Progress,” p.'7. Secondary 
industries are taken to include manufacturing, mining and construc- 
tion; tertiary industries to include trade, services, government, 
transportation and public utilities. 

"Bureau of Labor Statistics, “Full employment patterns, 1950,” 
1947, p. 38. 


Table 2: Wage and Salary Workers in 
Nonagricultural Establishments 
Source: Bureau of Labor Statistics] 

In Millions 


ee ee F ._ |[ ——  — —  ————- | 


MOIAIIIIIAGD 
OPI OMA Qe 


> OO OY OO Oe ae ee 
; 


LFHCSCOrANWOr- 


1929. 100.0 | 38.9| 3.5 | 4.8 | 12.6 | 20.6 | 14.7 | 9.9 
1939. 100.0 | 33.3} 2.8} 8.8] 9.6 | 22.1} 15.2 | 18.2 
1940. 100.0 | 33.7} 2.9} 4.0] 9.4} 22.0 | 14.9 | 13.1 
1941. 100.0 | 35.9} 2.6] 4.9] 9.0] 20.9} 13.9 | 12.8 
1942. 100.0 | 37.9] 2.5] 5.5] 8.6 | 18.8 | 18.0 | 13.7 
1943, 100.0 | 41.8} 2.2] 3.7] 8.6] 17.4] 12.3) 14.4 
1944. 100.0 | 41.8 | 2.1} 2.6] 9.2) 17.8 } 12.5} Wace 
1945....|100.0 | $8.3 | 2.1] 2.7] 9.7] 19.1 | 18.2 | 14.9 
1946..../100.0 | $5.3 | 2.1] 8.7] 9.9] 20.8 | 14.6 | 13.7 
1947'. . 1100.0 | 36.6 | 2.1] 4.1] 9.6] 20.3 | 14.6 | 12.7 


levels and augments the level of consumer demand 
by the amount necessary to yield full employment. 
Under these assumptions employment in manufac- 
turing is found decreasing by 2% and trade and serv- 
ices increasing by 42% from 1945 to 1950. 

These changes would have the effect of returning 
trade and services to their prewar level in relation to 
manufacturing. Approximately 112 workers would be 
employed in trade and service industries for every 
100 workers engaged in manufacturing, the same ratio 
as existed in 1939. The other estimate is obtained 
by holding consumer demand and government de- 
mand at previously estimated levels and augmenting 
the estimated level of investment demand by the 
amount necessary to yield full employment. Under 
these conditions, manufacturing employment would 
rise by approximately 1% and trade and services 
by 26% from 1945 to 1950. For every 100 workers 
in manufacturing there would be only 98 workers in 
trade and services, the approximate ratio in 1947. 

Although these two models of demand differ as to 
composition of the labor force, the general direction 
taken by both result in a return to the secular trend. 

An estimate of the working population in 1960 
prepared by Colin Clark reveals the same general 
movement. The tertiary industries show an increase 
in employment of 15% and the secondary industries 
a decrease of approximately the same amount in the 
25-year period ending 1960.1 


Irwin ScHWIMMER 
Division of Business Economics 
1Colin Clark, “The Economics of 1900,” 1942, p. 71. 
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Community Relations for 19438 


OMMUNITY relations programs for 1948 will 

generally follow last year’s pattern, according to 

this month’s survey of business practices. But top 

management is taking a more active part in the pro- 

grams, and practices which experience has shown 
to be most successful are being amplified. 

Major changes in programs are reported by only 
about 10% of the cooperating companies. A few com- 
panies, because of their location in very large cities and 
the small proportion their employees represent of the 
total community, see little to be gained by an active 
community relations program. For other companies, 
the programs range from those which are broad in 
scope and defined in detail to those which are carried 
on more or less informally by management. 


POPULATION FACTORS 


Plants in small towns are generally more active in 
their community than those in the larger cities. In 
a small community there is more opportunity to be- 
come close to the citizenry. For example, a manu- 
facturer of rubber products located in a town of 14,000 
is “much interested in all community activities” while 
a machine-tool producer operating in a city of 500,000 
people believes that it is not so easy to keep the com- 
munity informed about the policies of his company. 
He regrets that the company has no well-defined 
plan. Another company with “no active policy on 
community relations” attributes the situation to its 
location “in a high population area,” and its own 
modest size of 150 employees. 

Corporations which are decentralized usually have 
a flexible policy governing community relations. 
Appreciable variations in community policies will 
prevail between plants because of the population 
factor. This point is well illustrated by a textile con- 
cern with seven branch plants in towns “A”, “B” 


and “C.” 


“Town ‘A’—Population about 750,000; 3 plants. Be- 
cause of the size of the city, we have considered it 
impractical to attempt to keep the people of the com- 
munity as a whole informed about our company and its 
activities. 

“Town ‘B’—Population about 170,000; 1 plant. While 
differences of opinion may exist on this score, we have 
taken the stand that the size of the city renders it 
impractical for us to attempt to keep the people of the 
community as a whole informed about our company 
and its activities. We are a relatively small factor in 
the industrial life of this city. In a cooperative effort 


with other concerns, we have done a small amount of 
newspaper advertising in the city. The ads have been 
designed to impress the reader with the importance of 
the industry to the city, the steadiness of its employ- 
ment, etc. 

“Town “C’—Population about 15,000; 3 plants. We 
feel that it is quite practical for us to convey our mes- 
sages to the citizens here and in the immediately sur- 
rounding area, and we have carried on a campaign to 
that end more or less steadily over the course of the 
past three years.” 


EMPLOYEE vs. COMMUNITY RELATIONS 


A few concerns explained their failure to be more 
active in the community as a result of their concen- 
tration on employee relations. Sometimes producers 
identified employee relations with community rela- 
tions on the theory that a satisfied worker will keep 
the community well informed. This philosophy is 
summed up by an electrical machinery manufacturer, 
as follows: 


“We believe that the best advertising is having satis- 
fied and happy employees who by word of mouth pro- 
mote more good will and good feeling than can be gained 
by any other method.” 


On the other hand, another producer (chemicals) 
is of the opinion that good community relations will 
benefit employee relations: 


“Because of the effect of community attitudes on em- 
ployees’ morale, we regularly publicize company and 
employee activities to the local press, radio and any 
other channels of communication which may be open to 
us. 


Executives generally agreed that satisfied employ- 
ees are the company’s best promoters and that a good 
community relations program cannot be relied upon 
to offset poor labor relations. 

The great majority of cooperators reported a need 
for supplementing their internal programs with direct 
action in the community. This responsibility is 
stressed in the following comment by a manufacturer 
of abrasives and asbestos: 


“We feel strongly our duty to our customers, our stock- 
holders, our employees, and the community in which 
we reside. Our plans for the future encompass a pro- 
gram intended to keep both employees and the com- 
munity fully informed as to the state of our business 
health and our major plans and policies. Significant 
progress in this direction has already been made, but 
further concentration to this end is necessary before we 
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will have achieved the desired unity of purpose between 
the company and the community.” 


PRACTICES 


To foster a friendly, sympathetic relationship be- 
tween the community and the company, cooperators 
report several different approaches. One says: “There 
cannot be set lines to which all businesses can suc- 
cessfully hew.” 

Local news releases are the most common method 
used for informing the community about the com- 
pany. Two out of three of the companies follow this 
procedure. Over half hold open house on occasion 
and conduct employee education programs. Plant- 
city advertising and community mailings are made 
by approximately one out of every three of the com- 
panies. Only one in four find cooperative radio pro- 
grams practical. A few instances are reported in 
which companies use all these approaches. 


News Releases 


A wide variety of subjects is covered in local news 
releases. Topics most frequently mentioned by coop- 
erators are: 


Company policy and activities 

Employee activities 

Civic activities 

General statements of “sound economics” 

Messages of public interest 

Series of releases on company acquisition of raw 
materials, production and distribution of the finished 
product 

Publicity for the town 

Company’s social and athletic feats 

Earnings reports 

Plant expansion 


One company found local releases to be an effective 
means of dissipating “dangerous rumors.” However, 
most releases issued are “positive” in nature. One 
company provides reporters with a brochure “com- 
prising a definition of the company’s business, manu- 
facturing processes and description of the uses of its 
products.”2 


Plant Open House 


With the lifting of wartime security regulations, 
many companies are again holding open house. Ac- 
cording to one producer: “It is the best way of say- 
ing, ‘Hello Neighbor.” Most frequently invited 
guests are employees and their families. Wives are 
entertained and provided an opportunity “to ask 
questions and visit the departments where their hus- 
bands work.” 

Special outside groups—high school students, local 
shopkeepers et al.—are ordinarily invited when the 


Several “dont’s” for company publicity plans are listed in The 
Conference Board’s study on “Industry’s Community Relations,” 
Studies in Business Policy, No. 20, October, 1946. 


occasion arises. Companies play host to the general 
public less often. For example, it is policy with one 
company to issue a blanket invitation to the general 
public once every four or five years. Another issues 
such an invitation only upon the opening of new 
plants. Every effort is made to include important fig- 
ures in the community on these visits. 

There are a few instances in which company offi- 
cials feel that the community would have little inter- 
est in manufacture of their product. In this connec- 
tion, a producer of nonferrous metals comments: 


“We have never engaged in plant open house because 
of the construction of our mills, the types of equipment 
and machinery that are used, and the nature of our prod- 
ucts. We gladly encourage visits by interested persons, 
but do not regard it practical to entertain large groups, 
especially women and children.” 


Open house programs are at times suspended when 
plants are operating at full capacity. It was feared 
that visitors might interfere with the smooth flow 
of production. 


Employee Education 


The most common means used in employee edu- 
cation regarded as an essential of good community 
relations are listed in order of their relative impor- 
tance: 


Company publications 
Bulletin boards 

Executive talks to employees 
Training department 
Discussion groups 

Mailings 

Posters 


Less common practices include the following: 


Company broadcasts 

Contests 

Payroll inserts 

Annual report 

College classes 

Scholarships 

Employees’ handbook 

Paid membership in various economic and industrial 
societies 

Guidance program 

Adult classes on junior and high school levels 

Safety program 

Company library 


Plant-City Advertising 


While not used to the same extent as local press 
releases, plant-city advertising covers all phases of 
the company’s operations. For some concerns, this 
method is used to acquaint the public with plant 
emergencies. For example, one concern which does 
little advertising always advertises during a strike. 
Opinion seems to differ sharply on this score, however, 
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with another producer refusing to take “any of our 
internal problems to the newspapers.” This same 
cooperator reports that it is his company’s policy not 
to attempt educational or “free enterprise” type of 
advertising. Another occasion for advertising is the 
introduction of a new product. Thus a chemical pro- 
ducer reports: 


“Whenever we have a new product which we expect 
will enjoy distribution to households we tell the story 
of the product in paid advertisements in the community 
papers, not so much because we look on the community 
as a test territory but to keep our friends informed of 
the new things we are attempting to do.” 


Community Mailings 


The annual report and house organ are two of the 
most common items included in mailings. A manu- 
facturer of machine tools mails a copy of the annual 
report to “high school principals, school business 
classes, banks, the clergy, all city officials and mem- 
bers of municipal committees, other industries, indi- 
vidual newspaper workers, and neighborhood enter- 
prises including even the barber shops in our area.” 
It is interesting to note that barber and beauty shops 
are frequently recipients of corporate literature. 
Sometimes county and state officials are kept in- 
formed. The practice of a steel producer in keeping 
the community informed is revealed by the following 
comment: 


“In 1948, we have tentative plans to send out periodic 
letters to ‘thought leaders’ in the area surrounding our 
plant. These letters will be signed by our president and 
will discuss various things that the company is doing by 
way of improving production facilities, attaining sales 
goals, increasing employment, or even discussing broad 
problems that the company is facing. 


Participation in Community Affairs 


Most companies covered by the survey encourage 
their plant executives to take an active part in the 
affairs of the community. Aside from any personal 
obligations that individual members of management 
may feel toward supporting local organizations, their 
participation speaks well for the company. It is an 
effective way of identifying the company as a con- 
structive force in the community. 

While some companies take definite measures to 
stimulate the interest of their employees in such 
civic enterprises as community chest drives, Boy 
Scout organizations and the like, most hesitate to dic- 
tate what their people should do in their spare time. 
One company official says: 


“Tt is not our practice to bring undue pressure on any 
of our employees to participate in community affairs, but 
we do encourage our people along these lines when we 
believe that participation will be of value to the em- 
ployee, the company, and the community.” 


Companies with plants in smaller towns report that 


their local men are generally more active in com- 
munity affairs than in the case of companies with 
plants in the larger cities. 

Typical practices of companies cooperating in the 
survey are illustrated by the following statement of 
an office equipment company executive regarding the 
extent to which his company encourages local plant 
management to take part in the life of the community: 


“One of our top executives is chairman of the board 
of the YMCA in our vicinity, and in addition is a director 
of an orphanage, an old people’s home and a church. 
A number of our junior executives are active in com- 
munity activities, including Junior Achievement projects. 
In addition, for the past seventeen years our company 
has sponsored a neighborhood boys’ club, which has in- 
cluded the payment of supervisors, plus substantial finan- 
cial aid. Executives and junior executives of the com- 
pany, together with local businessmen, act as directors 
and trustees of the club, which at the present time has 
well over 500 boys as members ranging in age from nine 
to sixteen years. A rather elaborate program of athletics, 
dramatics, music, etc., is carried on continuously through- 
out the year.” 


A small but significant segment of the cooperating 
companies point out that the demands on executives’ 
time imposed by participation in community affairs 
sometimes are excessive. One company meets this 
objection by rotating various executives in key com- 
munity jobs. Another company points out that: 


“The president of the company is active in a number 
of civic, community and charitable organizations, but 
has discouraged other executives from taking on this 
extra load because of the distraction and lost time that 
these activities entail.” 


The many activities entered cover the entire range 
of community organizations from charitable work to 
local chapters of technical societies. (Participation 
in various charitable drives is in addition to contri- 
butions made by companies.) 

Membership fees are paid by many companies, par- 
ticularly for professional affiliations. A few go so far 
as to pay for memberships in purely social clubs. 
Time off may be granted where the activity in 
question is particularly valuable. 

To summarize, most companies feel that their 
people should enter into community life for their own 
good as well as that of the community and the com- 
pany. The views of a paper company official reflect 
the outlook expressed by a great majority of the com- 
panies covered by our survey. He states: 


“Plant executives and subordinates participate in com- 
munity affairs to the fullest extent that good citizenship 
would imply, in every function conceived to be for 
community benefit, understanding, etc. Most participa- 
tion is without formal encouragement, although there is 
occasional need for pointing up reasons for after-hour 
interest and work. These local activities include mem- 
bership and participation in the programs of service 
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clubs, local chambers of commerce, and other local group- 
ings—both those which are purely local such as hospitals, 
and those connected with national organizations such as 
the Red Cross, Boy Scouts, Girl Scouts, etc.” 


Responsibility for Function 


The importance attached to good community re- 
lations by industrial leaders is evidenced by the fact 
that it is almost invariably a top management respon- 
sibility. About half the companies designate indi- 
vidual officers to handle this activity, while the others 
hold this to be an activity for which no one indi- 
vidual should be charged with full responsibility. 
Many companies state that their ranking plant offi- 
cials in the field have full responsibility for their com- 
munity relations program, subject only to the broad 
policy limits established by top management. 

For those companies with one official in charge of 
community relations, the president is the one men- 
tioned most frequently. The director of public rela- 
tions, vice president in charge of public relations, in- 
dustrial relations manager, and general manager are 
designated frequently in approximately the order 
given. Two companies have officers in charge of 
community relations whose titles reflect the atten- 
tion given to this activity by these organizations. 
One is “manager of community relations,” while the 
other is “director of training and community rela- 
tions.” Two other companies have community rela- 
tions departments. According to the director of one 
of them: 


“Responsibility for the community relations program 
rests in the hands of the director of training and com- 
munity relations, one of several department heads. The 
community relations division has in it about ten em- 
ployees. Policy on the community relations program is 
a reflection of the general policy of top management and, 
generally speaking, that policy is one of being a good 
neighbor in the community.” 


In a few companies community relations work is 
assigned to the personnel manager, and in some to 
sales officials along with their other activities. 

A substantial number of companies do not assign 
responsibility for community relations to one execu- 
tive. They consider it to be a management function 
which can be handled best by the coordinated efforts 
of several key men such as the president, the director 
of public relations, the general manager, the manager 
of industrial relations, the advertising director, and 
the local plant managers in companies with decen- 
tralized operations. A statement by a building mate- 
rials executive outlining his organization for com- 
munity relations illustrates such an approach. His 
comments follow: 


“The chairman of the board is directly responsible for 
the external relations of the company. The director of 
public relations, who reports to the vice president and 


assistant to the chairman, prepares community relations 
programs. Local plant managers are responsible for the 
implementation of the program in their respective com- 
munities. They submit monthly progress reports to the 
director of public relations who summarizes them for 
the chairman, the president and the vice-president for 
relationships, who is responsible for employee relations. 
To provide for flexibility, to stimulate initiative and to 
permit as much decentralization and local autonomy as 
possible, local plant men are encouraged to formulate 
their own community relations activities within the gen- 
eral framework of the basic policies and programs pre- 
pared by the director of public relations and approved 
by the chairman of the board.” 


Several of the cooperating companies use the serv- 
ices of outside consultants in setting up their pro- 
grams. 


The extent to which a number of companies en- 
trust the job of working out a good public relations 
program to local plant management reflects the trend 
toward decentralization. It is more than just a physi- 
cal spreading out of plant facilities. In many com- 
panies it represents almost a complete delegation of 
authority (and responsibility) to the local plant offi- 
cial, subject only to broad policy limits established 
by top management. Two excerpts from executives’ 
letters reflect the high degree of decentralization 
obtained: 


“Responsibility for the community relations program 
rests largely with local plant management. However, 
some assistance is rendered by headquarters. Both the 
labor relations department and the advertising depart- 
ment assist wherever possible. Local plant men in our 
fifty-nine plants in the United States and Canada have 
the broadest possible scope in formulating policies re- 
garding their own communities. Management feels that, 
being on the spot, they are in the best position to know 
and understand the problems of their plant communities. 
However, they are asked to keep headquarters informed 
of activities of this kind. Since so much responsiblity 
rests in our local men, management constantly stresses 
the importance of having the right people at the super- 
visory level—men who are community minded as well as 
company minded” 

* * * 

“Responsibility for local community relations pro- 
grams rests primarily on the local managers who are 
responsible to top management for over-all results, but 
otherwise operate with much independence. It is con- 
trary to company policy for a local manager to say that 
‘New York won’t permit me to do so-and-so,’ or ‘I must 
ask New York.’” 


Comments from cooperators grouped according to 
principal industry appear on pages 95-104. 


Henry E. Hansen 
Paut W. Dickson 
Joun H. Watson III 
Division of Business Practices 
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Who Pays Corporate Taxes? 


HE TREATMENT of the corporation as a tax- 

paying “person” has once again cropped up in 
official circles. This kind of thinking was embodied 
in the President’s tax proposals which were presented 
in the State of the Union Message of January 7. 

Foremost among the many imponderables in the 
field of taxation is the problem of determining the 
final burden of corporate taxes. This perplexing ques- 
tion has come in for a a great deal of analysis, par- 
ticularly from the economic theorists, yet no con- 
crete solution is available today. It is therefore sur- 
prising, from the economic if not from the political 
point of view, to find the President advocating higher 
corporate taxes to offset the revenue loss resulting 
from his proposed $40 cost of living tax credit. 

For “one of the weakest spots in the armor of busi- 
ness taxes is the obscurity of their incidence. This 
is less true of the corporate net income than of other 
business levies, but . . there is much doubt as 
to the final distribution of burden even in the case of 
levies on net business income. When the ultimate 
bearers of the burden and the degree of their par- 
ticipation are indeterminable, it is hardly possible 
to appraise a tax. If neither the benefits for which 
compensation is sought nor the ultimate burden of 
the tax is discernible, the principal characteristic of 
the levy would seem to be the thick cloud of con- 
fusion hanging over it.”? 


CAN “THINGS”? PAY TAXES? 


The President’s tax proposals, though rejected by 
the House Ways and Means Committee, raised once 
again the question of the shiftability of the corporate 
income and excess-profits taxes. The Administra- 
tion’s recommendations provided for a 75% tax on 
profits that exceed 135% of a corporation’s 1935-1939 
income plus $50,000. The revival of the excess-profits 
tax was intended as an offset to the revenue loss re- 
sulting from the proposed $40 individual tax credit. 
In the President’s words, “ . . . such a tax credit 
would reduce the federal revenue by $3.2 billion. 
This reduction should be made up by increasing the 
tax on corporate profits in an amount that will pro- 
duce this sum.” 

However, “things” do not pay taxes. They must 
be borne, sooner or later, by the people who are con- 
nected or have dealings with the corporation—the 
stockholders, the employees, the suppliers and the 
customers. 


1Harold M. Groves, “Postwar Taxation and Economic Progress,” 
1946, p. 28. 


Just how the tax burden is divided among these 
groups is open to much division of opinion. Prevail- 
ing economic theory, far from being universally ac- 
cepted, holds the corporate income tax to be nonshift- 
able and thus borne by the stockholders. In simplified 
terms, shifting can occur only through price changes. 
The firm situated on the margin is not affected by 
the corporate income tax. The profitable firm pay- 
ing. the tax, which falls on profits and is thus not 
considered a production cost, cannot raise the price 
of the product above that set by the marginal firm, 
a price which just covers the costs of production. Thus 
no price changes result and the tax is not considered 
as shifted.1 This holds true as well under monopolis- 
tic conditions, according to the theory, for it is as- 
sumed the monopolist is operating at the point where 
his profits are maximized. 


SOCIAL CONSEQUENCES 


The few inductive studies which have been made, 
while not conclusive, bear out the theoretical con- 
clusion. A monumental study by Tue CoNnrEeRENCcE 
Boarp which involved the examination of the income- 
tax returns made by 4,644 manufacturing and mer- 
cantile corporations for the taxable years 1918 to 1925 
pointed out the concentration of production about the 
no-profit point. The effect of this concentration on 
the total quantity of a commodity tendered on the 
market and therefore the effect on the price leads to 
the conclusion that a general income tax is not shifted. 
“The case is against the possibility and actual ac- 
complishment of the shifting of the tax. What shift- 
ing is done is small in total amount and occurs under 


1Criticisms of the prevailing theory are numerous. One authority 
points out the following: 

“When the dynamic aspect of the economy is included in the 
analysis, different conclusions can be reached. Although many con- 
cerns do carry on production without profit most of the time, it is 
logical to assume that the possibility of realizing positive profits 
some of the time is an incentive to remain in business. Were it not for 
this possibility, these firms might discontinue operations. It is 
reasonable to argue that price is determined by all the producers 
rather than by the marginal producers alone, and that a tax which is 
a cost only for the profitable portion of the supply does affect prices. 
In other words, some positive profit is a social cost of doing business. 
The distinction often drawn between necessary and surplus profits 
follows this view. 

“The corporate net-income tax applies to items of imputed rent 
and interest—items deductible as costs when management employs 
these factors on a contractual basis. Thus the tax does reach certain 
costs as well as surplus. 

“Suffice it to say that no definite conclusion as to the incidence of 
the corporate income tax is possible and that not improbably the 
burden is divided between at least stockholders and consumers.” 
H. M. Groves, Ibid., p. 28. 
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exceptional conditions and it does not seem to make 
much difference whether short or long periods of time 
be considered.”? A more recent survey to determine 
the effect of taxes on corporate policy lends support 
to this general conclusion. (See below.) 

The economic and social consequences of corporate 
taxes, particularly high taxes on net income, cannot 
be overlooked. The assumption that taxes on net in- 
come are nonshiftable raises further questions, namely 
double taxation of dividends and curbing the forma- 
tion of new and the expansion of existing companies. 
If the tax is shifted, reducing wages or increasing 
prices, the main result would be a decrease in con- 
sumption. Statements on the economic effects of cor- 
porate taxes must take into account assumptions re- 
garding shifting. 

Conflicting views on the nature of the corporation 
income tax are held by both economists and business- 
men. Many, however, do agree that the treatment of 
the corporation as a taxpaying person is erroneous. 
The following statements are illustrative. 


SAMPLING POINTS OF VIEW 


“The results of this inquiry concerning the effects of taxa- 
tion on prices indicate in general that taxes on income are 
not shifted to consumers in higher prices. The comments 
do, however, suggest variations from this conclusion which 
might prove fruitful for a more detailed investigation. 

“Increasing taxes on income do not seem to increase 
prices, although some businessmen probably think they do 
at times when rising prices are caused primarily by other 
circumstances. Nevertheless, whenever some degree of mo- 
nopoly exists (and it is possible that this is the usual rather 
than the unusual condition) , the attitudes of business execu- 
tives may be more important than other factors in deter- 


mining price policies.” 
* * * 


Possible Changing of Effects 


“Tt is possible, too, that annual inquiries on the subject 
of this section would discover important changes in ten- 
dencies to shift income taxes to consumers. Even when 
competition is close, corporation executives must plan to 
make a profit on their investment.”—National Industrial 
Conference Board, “Effect of Taxes upon Corporate Policy,” 
pp. 61-62. 


* * * 


“The incidence of the corporate income tax is either on 
the stockholders or on some other element involved in the 
economic process, possibly wage earners, though more prob- 
ably consumers. If it falls on wage earners or consumers, 
there can be particular logic or equity in the tax, and 
“happenstance” will determine the division. If the burden 
is on the stockholders, not only are they being taxed twice, 
but the division among them is certain to be prejudicial to 
small stockholders, The fallacy of the corporate tax arises 
from treating corporations as though they were persons and 
as though it were possible for corporate entities to bear 


‘National Industrial Conference Board, “The Shifting and Effects 
of the Federal Corporation Income Tax, Volume 1, 1928. 


taxes in their own right.”—Harold M. Groves, “Postwar 
Taxation and Economic Progress,” pp. 28-29. 


*+* ££ 


“The tax on profits, or the income tax as it is better 
known, cannot, according to prevailing opinion—and no 
empirical studies have proved otherwise—generally be 
passed downward to the employees of the taxpayer or back- 
ward to his suppliers of raw materials, or forward to his 
customers or the ultimate consumers of his products and 
services. The income tax is unlike and apart from all other 
business taxes in this respect (death taxes and poll taxes 
excepted, neither of which has any application to business 
enterprise) . 

“Tt is possible, of course, to improvise hypothetical cases 
in which the income tax can, in principle, be shifted over a 
long period of time, provided that the tax is either highly 
specific in character (having application only to certain 
industries) or contains substantial exemptions. But the 
taxes involved in the present inquiry are clearly of a general 
character—in short, the federal income tax applies to all 
corporate enterprise that makes a profit, with proper allow- 
ance being made for certain exemptions (e. g., agricultural 
cooperatives, etc.). Although an income tax may over an 
extended period ‘of time have an effect on prices (e. g., by 
curtailing the- construction of new facilities), it would be 
true only in a period marked by the full use of resources 
(i. e., existing plant capacity, etc.) and by a scarcity of 
capital for new investment. Under existing circumstances, 
however, it is “noseplain” that these theoretical possibilities 
of shifting are of so negligible a nature as to be disregarded 
with safety."—Temporary National Economic Committee,, 
Monograph No. 9, “Taxation of Corporate Enterprise,” 
p. 8. 


*+* * & 
Buyer’s Market vs. Seller’s Market 


“Price increases in a seller’s market may be attributed in 
one case to taxes and in another case to other causes having 
the same effect. At such a time it would appear that in- 
come taxes could be shifted at the will of the seller, although 
this effect might be temporary. Conversely, it is apparent 
from one of the replies quoted that it was impossible to 
shift excise taxes levied on manufacturers’ prices in a buy- 
er’s market. But market conditions, like tax laws, change so 
often that price policies may become obsolete before it is 
possible for so-called long-term competitive effects to be- 
come operative. During such periods of change, it is pos- 
sible that business attitudes and business policies are more 
effective in determining price changes than long-run eco- 
nomic processes.” —“Effect of Taxes, etc.,” op. cit. 

* * * 
Corporation Income Tax 


“The corporation income tax is much less adaptable than 
the personal income tax to the economic or social status of 
the ultimate taxpayer. It is essentially a cruder taxing 
instrument, since it strikes a group rather than an individ- 
ual. The group that it is intended to strike may be the 
owners of the common stock of the corporation, the con- 
sumers of the corporation’s products, the corporation’s em- 
ployees, or the people who sell to the corporation. In prac- 
tice, the corporation income tax usually rests on the owners 
of the common stock. 
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“The corporation income tax is sometimes used chiefly 
as a supplement to the personal income tax. The profits of 
the corporation are taxed before they flow out of the cor- 
poration as dividends, and then the dividends are not taxed 
in the hands of the stockholders so severely as they would 
otherwise be. 


“Holders of stock in a large corporation are of various 
kinds—some are rich, some are barely well-to-do; some have 
large families, some have small families. The ordinary cor- 
poration tax cannot take these facts into account. It is 
levied on the corporation as a unit, and it reduces every 
stockholder’s dividend by the same percentage. Whether 
the corporation tax is at a flat rate or at graduated rates, 
whether it is a tax on all net profits or simply undistributed 
profits, common stockholder A’s share in the company’s 
earnings is cut by precisely the same percentage as the 
share of common stockholder B. 

“In other words, provided that the burden rests on com- 
mon stockholders, and not on employees, customers, or 
others, a corporation’s income tax is equivalent to a tax at 
a uniform flat rate on every one of its common stockholders. 
A tax at a uniform flat rate may be advisable under certain 
circumstances, but it can scarcely be considered highly 
adaptable to the personal status of the individual.” 


+ 


Incidence of Business Net Income Taxes 


“All the arguments cited above for the taxation of busi- 
ness income assume that the tax is not passed on to con- 
sumers, suppliers, or anyone other than the owners of the 
concern. This assumption is generally accepted among pro- 
fessional students of taxation, and such statistical data as 
are available seem to support it. The reasoning runs as 
follows: granted, first, that a fair degree of competition 
exists; second, that there are always some firms that are 
barely getting along and are making little profit or none 
at all; third, that the successful firms, no matter how suc- 
cessful they may be, do not dare to put their selling prices 
much above the level at which the no-profit firms sell, for 
fear of losing trade—then a net income tax cannot be added 
to prices and thus shifted to consumers, since a tax of this 
kind applies only to the successful firms. The concerns that 
are barely getting along pay little or no income tax, and 
hence they receive no impulse from the income tax to raise 
their selling prices. Since they do not raise their prices, the 
taxed firms cannot raise theirs. 


“Some businessmen insist that the corporation income tax 
is considered as a business cost, just as are wages, rent, etc., 
and is consequently taken into account in setting selling 
prices. This argument overlooks the fact that this par- 
ticular business expense differs from wages, rent, etc., in 
that some of the firm’s competitors do not bear it. Com- 
petition makes it difficult for a business firm to raise its 
selling prices just to take care of an expense that many of 
its competitors do not have.”—Twentieth Century Fund, 
Inc., “Facing the Tax Problem,” 1937, pp. 306-307, 310. 


* et 


“We have seen that in the long run it is the consumer 
who bears the burden of the corporation tax, because force- 


ful new competition does not appear until capital has earned 
sufficient after taxes to tempt new (venture) capital to 
invest in competitive enterprise rather than in bonds and 
mortgages. During the period before the natural economic 
forces can get into play the stockholders bear their share 
of the burden.” 


* % -& 


Affecting Management Policies 


“At the present high corporate rates the tax consequences 
of business transactions have become a dominating factor 
in business management and often outweigh economic de- 
sirability.’"—“How Should Corporations Be Taxed?” Taz 
Institute Symposium, H. Christian Sonne, p. 26. 


* * * 


A Labor Leader’s Opinion 


“Some opponents of corporation taxation argue that it is 
double taxation; that it is unjust to tax profits when they 
are still undistributed, and then to tax them again when 
they are paid out as dividends to the individual stock- 
holder. Now,—not only is taxation of corporations the 
taxation of a separate individual, but it is a legitimate 
charge upon the business for benefits conferred and privi- 
leges enjoyed. Whether or not the later taxation of stock- 
holders under the personal income tax constitutes double 
taxation is a question. 

“Some argue that the corporation tax constitutes double 
taxation; others say that the elimination of the tax will 
result in lower prices and/or higher wages. This, in effect, 
is an admission that corporations are now passing on the 
income tax to their customers in the form of higher prices, 
or as lower wages to their employees. If they are doing this, 
the double taxation argument has no validity, since cor- 
porate profits after taxes would be the same as they would 
have been without a corporation tax. 

“Actually, of course, there is considerable difference 
among both businessmen and students of taxation, as to the 
impact of corporation taxes. However, organized labor has 
in the past supported the view that the net income tax is 
the most equitable and economic tax, as applied to both 
individuals and corporations. These taxes, together with 
inheritance taxes, are correctly referred to as taxes which 
people are fortunate to pay, because they are applied only 
on the basis of ability to pay. 

“Now between direct and indirect taxation, workers can 
make only one choice. If they were to believe that all taxes 
were shifted to the consumer, there would be no point in 
even considering the type of taxes to levy. Workers do, how- 
ever, understand that under our competitive enterprise 
system, the taxed producer who tries to shift his tax by 
raising the price of his products, may be soon forced back 
into line when underbid by untaxed competitors eager for 
business. Workers quite naturally prefer, therefore, direct 
taxes on incomes of individuals and corporations, because 
they apply directly to those making a net profit—Ibid., 
Matthew Woll, pp 32-83. 


Brernarp Moss 
Division of Business Economics 
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Natural Gas: Growth and Potentials 


ATURAL gas accounts for four fifths of all the 

gas used today, and nearly one half of all the 
gas utilities’ customers use natural gas. The remain- 
der of the gas used in this country consists of gas 
manufactured from coal or oil. 

Natural gas has more than 20,000 uses, it is claimed, 
which include, for example, chemical food-process- 
ing plants, open hearth furnaces producing steel, glass 
works, and electric power generators. Chemicals de- 
rived from natural gas make a long and impressive 
list. 

Unlike the manufactured product, two thirds of 
which is sold for domestic use, industry furnishes the 
largest market for natural gas. Whenever natural gas 
is used domestically it must be blended or mixed 
with other gas. Natural gas for cooking purposes 
would offer too intense a heat. Manufactured gas has 
a heating value of 540 Btu but natural gas contains 
about 1,000 Btu. Pound for pound, natural gas car- 
ries more heating value than any other conventional 
fuel. 


EARLY HISTORY 


Uses of natural gas can be traced back through 
two thousand years.” 

In this country, it was first discovered when drilling 
shallow wells for salt water in Ohio and West Vir- 
ginia in the early nineteenth century. This was about 
thirty years before the discovery of oil. 

The earliest record of the commercial use of natural 
gas was in Fredonia, New York, in June, 1825. Pro- 
duced from a well no more than 27 feet in depth, it 
was transmitted through wooden pump logs to two 
stores in that village to light a celebration for Gen- 
eral Lafayette. 

After the discovery of Drake’s well in 1859, tre- 
mendous quantities of gas were found coincidental 
with the development of oil. Because drillers had no 
use for the gas and regarded it as a dangerous nui- 

Part of a series dealing with the nation’s energy resources. Gas 
reserves and related problems will be examined in the March issue. 


*In Greece about a thousand years or more before the Christian 
era, according to legend, a herdsman noticed that the animals in his 
charge behaved peculiarly whenever they grazed over a certain spot. 
He and his comrades investigated and he also became lightheaded 
and rambled in their talk when they were over this spot. Unaware 
of the intoxicating effects from inhaling gas they decided that the 
God Apollo must be inspiring them. A temple was then erected on 
the spot and a priestess installed. This lady’s sole duty was to inhale 
the gas and under its giddy influence utter prophecies; the Oracle 
of Delphi became famous throughout the ancient world. 


sance they piped the gas off and burned it. Some 
more adventurous souls among the drillers experi- 
mented with the gas to fire their steam boilers at the 
wells and were highly pleased with the result. The 
use of gas at the oil fields spread rapidly. Other uses 
for gas as fuel for boilers in factories became com- 
mon in Pennsylvania between 1859 and 1862. 


THE PIPE LINE ERA 


The story goes that natural gas was piped in 
China about two thousand years ago, through bamboo 
and used to boil brine. Today, 229,000 miles of high- 
pressure pipe lines radiate from gas fields in our coun- 
try to markets throughout the country. The spec- 
tacular growth in the consumption of natural gas 
would not have been possible without this develop- 
ment. 

Our pipe lines date back to 1872 when iron pipe 
line (five and one-half miles long) was laid to Titus- . 
ville, Pennsylvania. Soon the use of gas spread to the 
iron and steel mills in that area. Natural gas was 
piped to Pittsburgh about 1883 and one year later 
one natural gas company had more than 300 miles of 
pipe line in the city. The transmission lines were 
relatively short, about 60 miles, since the gas fields 
were not far removed from the cities. Also, pressures 
in the line were relatively low because of the highly 
localized use. 

The inability to assure constant pressures retarded 
industrial use of natural gas, but the invention of gas 
compressor stations about 1880 overcame this handi- 
cap. The development of the gas compressor solved 
not only the problem of daily peak gas loads but 
permitted transmission of gas over longer distances. 

The long-distance, high-pressure pipe line era be- 
gan in 1891 when the Indiana Gas and Oil Company 
laid two parallel eight-inch diameter lines from gas 
fields in northern Indiana to Chicago, a distance of 
some 120 miles. These pipe lines were constructed 
of wrought iron the same as the line serving Pitts- 
burgh, but pressures on that line were 80 pounds to 
the inch as compared with 525 pounds on the 120- 
mile Indiana-Chicago line. 

The development of gas compressors solved the 
problem of maintaining gas pressures, but pipe lines 
were limited to about 150-175 miles because pipe and 
couplings could not withstand the high pressures 
needed to transport gas over longer distances. Be- 
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Table 1: Natural Gas Wells, Number and 
Marketed Production 


Source: Bureau of the Mines 


Marketed Value at 


Year Production |point of Con- Value at 
gira ["tumption "| Wel 

OU te the bai =» 512,993 RAG2Oe ie neta 
ae, 798,210 MOG 194) cede 
LEU: > ie, Sara dee 1,917,693 413,276 157,596 
10 le ey 5a eee 2,407,620 527,529 123,457 
LMU) < a 2,476,756 533,721 120,243 
CO 2,812,658 620,038 138,508 
OO. 6 8,053,475 691,167 154,236 
OAS ete siciahiele sled, 3,414,689 758,937 176,893 
LOC', Saye? Abe 3,711,039 794,271 189,809 
OD 8 A ees 3,918,686 838,599 192,016 
OSG matters dc. Save as 4,030,605 886,733 213,622 

1Dry gas wells only. All figures as of December 81. 

eEstimate. 


tween 1890 and 1919, the use of natural gas was 
limited to distances of 200 miles or less. As a result, 
even though large gas fields were discovered in the 
search for oil, markets were limited. 

Pipe lines began reaching out from the Appalachian 
field and the Ohio-Indiana field. Gas from West Vir- 
ginia was sent through pipe lines to Cleveland, one 
of the first long-distance pipe lines. Gas from north- 
ern Pennsylvania found markets in Buffalo, and Indi- 
ana gas went to Chicago. 

There was very little demand for gas in the mid- 
continent states, even though tremendous quanti- 
ties of gas were being obtained with oil in the newly 
discovered oil fields in Oklahoma in 1914. This was 
still the Stone Age of oil-field engineering. Natural 
gasoline plants, which remove the natural gasoline 
from the gas, were not in common use. There were 
few attempts to separate the natural gasoline (cas- 
ing-head gasoline as it was known in the earlier days 
of the oil industry) from the wet gas obtained in 
the oil. 

Hence, with no markets, all of this gas, with the 
exception of that used for fuel for steam power at 
the wells, was merely blown off or flared in order to 
obtain the oil. It has been estimated that half of the 
gas obtained in the oil fields was simply wasted either 
by blowing it off into the air, or by flaring. 


MARKETS WERE SMALL 


The Monroe natural gas field in Louisiana was dis- 
covered about 1916, but despite the availability of a 
cheap and abundant fuel supply, industry did not 
establish plants on a major scale in the region. The 
pulpwood industry was an exception. This industry 
had two reasons for locating in this part of the coun- 
try: nearness to cheap fuel, and abundant raw-mate- 
rial supply. The gas field was located in and close 
to a heavily cut-over timber territory that could sup- 
ply pulp wood. Moreover, enough acreage of this 
cut-over land could be obtained so that each mill 


had the assurance of a perpetual supply by obtaining 
enough growth each season to offset the year’s tree 
cuttings. 

The Panhandle field of Texas, considered one of 
the largest gas fields in the world, was brought into 
production about thirty years ago. Businessmen in 
the area anticipated a tremendous industrial growth. 
In some instances, industries were offered free gas 
for a number of years, yet no major industrial growth 
materialized. Cheap fuel could not offset factors such 
as remoteness from raw-material supplies, distribu- 
tion facilities, and large markets. Nor could natural 
gas companies serve the large industrial markets be- 
cause the only pipe available could not withstand 
the high pressures needed to transport gas over 200 
miles. 


HIGH PRESSURE PIPE LINES 


The development of the high-pressure pipe line in 
1920, coupled with the invention of the Dresser coup- 
ling, permitted the natural gas companies to serve 
these large and more distant markets. Such advances 
as acetylene, electric and pressure welding and high- 
pressure boosting stations accelerated the expansion 
of natural gas use. These improvements, most of 
which came about during the past thirty years, plus 
the increasing discoveries of natural gas, explain the 
enormous expansion in the use of gas since 1919. 

Marketed production of natural gas was valued at 
only $13 million in 1896. By 1919, the value of gas 
consumed had climbed to $161 million. On a physical 
volume basis the marketed production of natural gas 
between 1911 and 1920 rose from about 513 billion 
cubic feet to about 798 billion, or a gain of 56%. 
After the development of high-pressure pipe lines, 
however, marketed natural gas production climbed, 
by 1929, to 1,917.7 billion cubic feet, or 140% above 
1920. At the end of 1946, marketed production 
amounted to 4,030 billion cubic feet. (See Table 1.) 

Preliminary estimates of natural gas sales by the 
gas utilities indicate a rise from 2,195 billion feet 
in 1946 to 2,503.6 billion in 1947, an increase of 15%. 
Construction and operation of new facilities during 
1947 boosted the capacity of the pipe-line system by 
nearly 2 billion cubic feet of natural gas per day. This 
is equivalent to 80,000 tons of coal and 29 million 
tons annually, or about two and one-half weeks’ pro- 
duction at the current high rate. This construction 
of new facilities added 5,370 miles of pipe lines, bring- 
ing the pipe-line network up to 229,000 miles, or about 
2,300 miles more than the mileage of trunk line rail- 
road tracks in this country. The heavy concentration 
of pipe lines is shown in Chart 1. 

If expansion plans of the natural gas companies 
materialize, the increase in facilities in 1948 will be 
impressive. 

(Text continued on page 76) 
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Construction authorized 


Table 2: Major Pipe Lines Planned for Construction 1947-1951 


Source: Steel 


CRUDE OIL LINES 


Location 


Goldsmith, Tex.—Borger, Tex................... 


Loops, Casper, Wyo.—Freeman, Mo.............. 
Wamsutter, Wyo.—Casper, Wyo................. 
Lysite, Wyo.—Casper, Wyo., looping............. 
Post pool—Petersburg, Tex... ....000... 500.1550. 
Wheeler, Tex.— Wasson, Tex., extension........... 
Slaughter, Tex—Dumright, Okla., looping........ 
Permian basin—Phoenix, Ariz..................-. 
Permian basin—Oklahoma—Kansas.............. 
West Columbia, Tex.—Houston, Tex............. 
Houston, Tex.—Port Neches, Tex.—Port Arthur, Tex. 
Jal, N. Mex.—Cushing, Oklahoma................ 


Midland, Tex.—Wilmington, Calif................ 


Portland, Me.—Montreal, Que...............---. 
Cushing, Okla.—Wood River, Il]_—Salem, Ill...... 


Company 


Standish Pipe Line Co. 

Stanolind Pipe Line Co. 

Stanolind Pipe Line Co. 

Stanolind Pipe Line Co. 

Stanolind Pipe Line Co. 

Stanolind Pipe Line Co. 

Stanolind Pipe Line Co. 

Phoenix Pipe Line Co. 

Midway Pipe Line Co. 

Texas Pipe Line Co. 

Texas Pipe Line Co. 

Texas Pipe Line Co., Shell Pipe 
Line Corp., Empire Pipe Line 
Co., Sinclair Refining Co. 

Shell Pipe Line Corp., and other 
companies 

Portland Pipe Line Co. 

Shell Pipe Line Corp., and Texas 
Pipe Line Co. 


PETROLEUM PRODUCTS LINES 


by the Federal Power 

Commission in 1947 more Miles |_— Inch 

than doubled authoriza- 289 12 

tions of the previous year. 197 | 12-16 

The Federal Power Com- a 3 

mission reported a total of 50 8 

4,634 miles of new gas pipe ae - 

lines and 285,000 new com- _—_ qq 8 

pressor horsepower, repre- 600 ye 

senting expenditures of os 

about $275 million for the 500 | 20-22-24 

fiscal year ended June 30, 

1947. As of October i 1,045 20 

1947, however, there were 

sixty-six applications on on te 

file by natural gas compa- 

nies representing expendi- 4,766 

tures of about $650 mil- 

lion. Operating natural So ie 

pipe-line companies, such 

as the Panhandle Eastern aH + 

Pipe Line to Detroit, the 

Northern Natural Gas 200 8 
40 8 

Company to Omaha and jov| 4-6 

Minneapolis, the Natural 7389 


Gas Pipe Line Company 
to Chicago and the Ten- 


Location 


Hearne, Dallas, Ft. Worth, Tex., area............. 
Houston, Ft. Worth, Dallas, Tex., Coffeyville, 
Kansas, (Kansas! City mane oe). oe ee ead 
Kansas City—St. Louis:..........0c....cee-cewes 
New Haven, Conn.—Hartford, Conn............. 
Portland, Me.—Bangor, Me....................- 


Company 


Texas Pipe Line Co. 


Sinclair Refining Co. 
Sinclair Refining Co. 
Connecticut Pipe Line Corp. 
Socony-Vacuum Oil Co., Inc. 


NATURAL GAS LINES 


nessee Gas and Transmis- _M« 
sion Company to the Ap- ane 
palachian area appear to 7 
be on a continuous loop- 83 
ing program of building 33 
pipe lines paralleling exist- 155 
ing lines. In fact, all of 400 
; 438 

these companies have been 138 
enlarging their systems 248 
and all have applications ee 
before the Federal Power ‘268 
Commission for further a 
additions for existing fa- 133 
cilities. The Tennessee 320 
Gas and Transmission ee 
Company has requested 93 
permission to build a pipe- , Fe 
line to the Buffalo, Albany — “gg 
and Boston areas. 405 
9,367 


Particularly noteworthy 
is the joint project of the 


Location 


Hansford, Tex.—Big Rapids, Mich............... 
Cheyénne,/ Wyo.—Denver,,..acmh-0e. ene 
Beaver and Green counties, Pa................... 
Carthage, Tenn.—Natchitoches, Tenn............ 
Permian basin—Blythe, Calif... 0. .....-..05+0.. 
San Juan basin—Needles, Calif.................. 
Pennsylvania, <2. in SMA a2 Pe Meh cone 
Liberal, Kans.—Kansas City..................0.. 
KansasjCity—St.dPauli, sss... cease oe ens. 
Chattanooga, Tenn.—Lexington, Miss............. 
Eunice, N. Mex.-Dumas, Tex.................... 
Monroe and Stark counties, Ohio................. 
Bust Texas —DPittsburgh. fis. acn.cece «sae. 00s 
Cobb, W. Va.—Rockville, Ind.................-. 


Ceredo, W. Va.—Crawford, Ohio................- 
LOOPS Ges abiitle sae Ne, on Se EE, STEAM es. 
Palmyra, Neb.—Garden City, Kans., looping..... . 
Palmyra, Neb.—Farmington, Minn., looping. ...... 
Wharton county, Tex.—Keokuk, Iowa............ 
Baxterville, Miss.—Mobile, Ala.................. 
Carthage, Tex.—Longview, Tex................. 
Alabama, Florida, Georgia, South Carolina........ 
LOOP. aire. sicischt Se Oe Os nies apie te ae 
Hugoton, Kans.—Kansas City................44. 


Company 


Michigan-Wisconsin Pipe Line 


Colorado-Wyoming Gas Co. 

United Natural Gas Co. (Pa.) 

Tennessee Gas Transmission Co. 

E] Paso Natural Gas Co. 

El Paso Natural Gas Co. 

New York State Natural Gas Co. 

Mid-Continent Gas Trans. Co. 

Mid-Continent Gas Trans. Co. 

Southern Natural Gas Co. 

El Paso Natural Gas Co. 

East Ohio Gas Co. 

Memphis Natural Gas Co. 

Atlantic Seaboard & Virginia Gas 
& Trans. 

United Gas Fuel Co. 

Northern Natural Gas Co. 

Northern Natural Gas Co. 

Northern Natural Gas Co. 

Trunkline Gas Supply Co. 

United Gas Pipe Line Co. 

United Gas Pipe Line Co. 

Atlantic Gulf Gas Co. 

Panhandle Eastern Pipe Line Co. 

Cities Service Gas Co. 


E] Paso Natural Gas Company and the Southern 
Counties Gas Company by which natural gas from 
the Permian Basin in West Texas will travel through 
a 26- to 30-inch pipe line to the Los Angeles area in 
California. This line was finished relatively recently, 
but even before completion the El Paso Natural Gas 


filed application with the Federal Power Commission 
to build a 470-mile, 26-inch pipe line from the San 
Juan Basin of Northern New Mexico to the Arizona- 
California state line. Natural gas from this line may 
even be delivered to the cities in the San Francisco 
Bay area. 
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Perhaps the biggest news was the authority ob- 
tained in October, 1947, for the Texas Eastern Trans- 
mission Corporation to acquire and operate the Big 
Inch and the Little Big Inch pipe lines to transport 
natural gas from the Southwest to gas utility com- 
panies in the Midwest, Appalachian and Philadelphia 
areas. Deliveries of natural gas to Philadelphia are 
expected to start about July 1, 1948. This develop- 
ment is significant because it represents the first inva- 
sion of natural gas in the large coal-consuming areas 
along the eastern seaboard. 

There are three large natural gas systems feeding 
gas into the Appalachian and Eastern areas—the Pan- 
handle Eastern Pipe Line, Tennessee Gas and Trans- 
mission and Texas Eastern. But already they do not 
seem to be sufficient because additional applications 
for pipe lines are pending before the Federal Power 
Commission. 

One application, by the Trans-Continental Gas 
Pipe Line Company, proposes to build a line from 
Corpus Christi, Texas, to New York City. Another, 
by the Memphis Natural Gas Company, proposes a 
line from Texas to the Pittsburgh area. Mayor 
O’Dwyer, of New York City, appeared before the 
Federal Power Commission to recommend granting 
the Trans-Continental Pipe Line Company a certifi- 
cate of convenience and necessity. 

A preliminary agreement has been entered into by 
Trans-Continental Gas Pipe Line and Consolidated 
Edison Company of New York. In an analysis made 
by Consolidated’s engineers, they assume that 100 
million cubic feet of natural gas might be available 
daily. This could be used as a substitute for oil in the 
enrichment of manufactured gas. When related to a 
15% increase in gas capacity, as forecast for 1950, 
about 26.8 billion of the 36.5 billion cubic feet of nat- 
ural gas would be used in mixing with manufactured 
gas. There would remain 9.7 billion cubic feet for fuel 
in the electric power plants. 


MORE PROJECTS PLANNED 


Two other projects are important in this pipe-line 
expansion program. The Michigan-Wisconsin Pipe 
Line Company, which would serve very much the 
same areas as the Panhandle Eastern, has been ap- 
proved by the Federal Power Commission, and plans 
are to start building the line this year. It will consist 
of 810 miles of 26-inch lines and 360 miles of 22-inch 
lines, originating in the Hugoton field of Kansas. 
Secondly, the Atlantic-Gulf Gas Company seeks per- 
mission to lay 1,500 miles of natural gas line up to 
26 inches in diameter from Hattiesburg, Mississippi, 
to southern Alabama, Georgia and the northern part 
of Florida to Georgetown, South Carolina. 

In addition, the Northwest Natural Gas Company 
is seeking permission to build 606 miles of 24-inch 
line from Kingsgate, British Columbia, across Idaho 


and into Portland, Seattle, Spokane, Tacoma, and 
Walla Walla, Washington. This line would connect 
with 150 miles of 18-inch line to carry gas to Van- 
couver and Trail, British Columbia. 

Demand for natural gas warrants expansion of 
transmission lines. Domestic use of gas has increased 
impressively and so has industrial demand. Further- 
more, natural gas companies have not been able to 
keep pace with this demand, especially when severe 
weather boosts domestic demand sharply. During the 
recent period of extreme cold, unprecedented domestic 
demand for gas, complicated by the shortage of home- 
heating oils, has forced the gas companies to curtail 
industrial gas use. Steel finishing mills and other 
metal-working plants have been compelled to cut 
down. The same is true of some automobile manu- 
facturing plants. All because existing pipe lines can- 
not cope with intensified demand. 


WILL EASE SHORTAGE 


The expansion of pipe lines will ease, but not elim- 
inate, the gas shortage in the 1948-1949 heating sea- 
son because of the limited capacity for producing large 
diameter pipe. 

Present capacity for manufacturing large diam- 
eter pipe approximates 100,000 tons monthly, or 
about 500 miles a month. More specifically, a mile 
of 18-inch diameter pipe, with side walls three eighths 
of an inch, weighs about 186 tons; 24-inch size, 
about 250 tons; and the 26-inch about 271 tons. If 
manufacturers were to concentrate output per month 
in one diameter pipe, the following miles of pipe could 
be obtained annually, provided, of course, there were 
no disruptions in material flow and only minor labor 
disturbances. 


Pipe Diameter Monthly Yearly 
aL SICH OS sere hie any Spacejarotius ietoxshs 537 miles 6,444 miles 
20 MmeEhes ee ce herds veiee Neiene 482 miles 5,784 miles 
4 inches ese ach eae aa 400 miles 4,800 miles 
Ait Yon et a ae ee ee 369 miles 4,428 miles 


Actually, production averages less than 500 miles 
per month because one manufacturer concentrates 
production of about 7,000 tons per month on 30-inch 
diameter line pipe for shipment to the Middle East. 
Secondly, the heaviest demand is found in pipe diam- 
eters over 20 inches. 

The State Department is reviewing the advisabil- 
ity of continuing steel pipe exports to Saudi Arabia. 
Willard Thorp, Assistant Secretary of State for Eco- 
nomic Affairs, said on February 5 that “as of today” 
it is necessary to review the decision to allow steel 
pipe exports for construction of a 1,000-mile Trans- 
Arabian pipe line in view of the “uncertainty” over 
political and economic stability of the Middle East. 

Both the oil companies and the natural gas com- 
panies want large line pipe. More than 28,000 miles 
of oil and gas pipe lines for installation during the 
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period 1947 through 1951 are estimated to have been 
ordered or projected. (See Table 2.) But in view of 
limited production capacity, it is not likely that the 
requirements will be met before 1952. 

The answer of course is an expansion in facilities 
for producing large-size pipe. But that involves build- 
ing a plate mill. This, in turn, requires time and steel. 
It is estimated that two and one-half years would 
elapse before a plate and pipe mill could begin to 
turn out big-inch line pipe in any appreciable quan- 
tity. In addition, the scrap problem and labor supply 
must be considered. 


Heavy Demand 


RDERS for aluminum are running ahead of sup- 

ply despite a peak peacetime production in 
1947. The industry is currently enjoying a far heav- 
ier demand for its products than had been predicted 
for it in 1945. In some sectors of the industry it was 
felt that curtailment of the prodigious aircraft build- 
ing program would be accompanied by a serious 
slump in demand for flat rolled aluminum products.1 
This has not happened and aluminum rolling mills 
are unable to keep up with orders. 

Since the supply-demand situation depends upon 
numerous factors, it is difficult to ascertain when 
production will catch up to requirements. One survey 
conducted early in January finds that about 20% of 
the demand for aluminum in 1948 will go unsatisfied.” 
Other qualified observers feel that under favorable 
conditions, such as increased imports from Canada 
and improved power facilities, it is not unlikely 
that the gap between supply and demand will be 


Because of the industry’s great expansion during the war, many 
expected a surplus of aluminum and aluminum products for at least 
five years after the war.” Donald M. White, Secretary of the Alumi- 
num Association, in a news release, August 14, 1947. 

*Survey by Business Week. 


Table 1: Prices of Primary Aluminum at 
New York 
Source: American Metal Market 


Cents per Cents per 
Pound Pound 

1919 32.14 21.58 
1920 30.61 20.50 
Lk Se ee cm ns oe 21.21 20.50 
1922... 18.68 20.08 
1923... 25.41 20.00 
1924... 27.03 20.00 
1925. . 27.19 18.69 
1926... 26.99 16.50 
VA ee 25.41 15.00 
LO@S..6e < cite cnatie tart. 23.90 15.00 
1929... 23.90 15.00 
1930... 23.79 15.00 
1931... 23.30 15.00 
1982... 23.30 15.00 
1983... 23.30 
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One encouraging spot on the southern horizon is 
a new pipe mill being built by Republic Steel at Gad- 
sen, Alabama, to produce 20-inch to 30-inch pipe. 
This plant, scheduled to start operations about July, 
is expected to add about 50 miles of pipe a month. 
when operated at capacity, or about 10% to existing 
large-diameter pipe output for the country as a whole. 

To produce this pipe it will be necessary to divert 
from 10,000 to 12,000 tons of plate from other steel 
uses. 

Wi11am B. Harper 
Division of Business Economics 


for a Light Metal 


bridged before the end of the year. What factors are 
responsible for the current shortage? 


THE FACTORS 


A combination of conditions is accountable for 
the strong position of aluminum. First on the list is 
the scarcity of other metals, such as steel, copper, 
lead, and zinc. Aluminum has an advantageous price 
relationship with these metals. The price of alumi- 
num has shown an unbroken decline since 1925, and 
has fallen 25% from the prewar level (see Table 1), 
while the prices of competing metals have risen. 

In addition to gaining markets as a temporary sub- 
stitute for those materials in stringently short supply, 
aluminum has been acquiring many new customers 
on the basis of its own intrinsic qualities. The metal’s 
lightness makes it particularly adaptable for aircraft 
construction and other industrial uses where weight 
reduction is a major concern. Its resistance to corro- 
sion is a great asset in construction materials, espe- 
cially roof tops. 


Table 2: Consumption of Primary Aluminum, 
by Industries 
Sources: Bureau of Mines; Aluminum Company of America 
Percentage of Total Consumption 


Industry 1947a, p| 1946a | 1941 | 1933-38 

Average 
Transportation? s. <<. sims slept oye aaly LO 14 63 29 
Machinery and electrical appliances...| 13 12 6 15 
Cooking utensils.................... 9 1l 1 14 
Electrical conductors................ 6 5 ae 10 
Foundry and metalworking.......... 24 25 19 4 
Ferrous and nonferrous metallurgy....| 6 b 2 5 
Chemicalay:. 50a. igucdan. de aah: 5 5 
Building construction................| 19 18 3 8 
Food and beverages................. b < 6 
Miscellaneous -2iihe S00, ae be oh 14 15 1 4 


etinsted clgeapeas ol tax Atedenes Copaonntch Reocstoaictees 

aEstima' shipments o! uminum Com} Ww. mn! 

wise shipments to the above groups are roughly repress ntative of the ih ome, 
with the exception of the al and metal-working” classification which repre- 
sents shipments to fabricators for further processing into products not identified 


coa. 
bIf any, included in miscellaneous. pPreliminary. 
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Production and Consumption of Primary 
Aluminum 
Source: Bureau of Mines 
Thousands of Short Tons 
1,000 


“3 NS eS be ees ee 
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EQUAL PERCENTAGE CHANGES 
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Diminishing stocks of aluminum scrap are placing 
an additional drain on the supply of the primary 
metal. Increased production has also been retarded 
in recent months by inadequate electric power in cer- 
tain production areas where an unusually dry autumn 
has caused lower water conditions. The result has 
been a shortage of hydroelectric power in these re- 
gions, and the placing of restrictions on aluminum 
output. 


THE WAR RECORD 


In the war period when airplane construction was 
consuming enormous quantities of this light metal, 
the aluminym industry embarked upon a vast expan- 
sion program to keep abreast with heavy require- 
ments. The steep rise in aluminum production during 
the war was proportionately greater than that evi- 
denced by any other major basic industry. Capacity 
was expanded to about 1,250,000 tons, as compared 
with 175,000 tons in 1939. From 1942 through 1944, 
the aircraft industry received from 60% to 68% of 
the shipments of fabricated aluminum products. Prac- 
tically all the rest was channeled into shipbuilding, 
tank engines, ordnance, and into other military uses. 
A small quantity of aluminum was consumed by 
manufacturers of essential civilian goods such as tools 
and chemical equipment, while a very negligible por- 
tion was directed into the production of automobiles, 
railway cars, cooking utensils, furniture, packaging, 
and other less essential goods. In 1945, aircraft re- 
quirements and other military needs waned, permit- 
ting more aluminum to enter the civilian goods 
market. 

Many of the government-owned plants which were 
built under the pressure of wartime conditions are ill 
suited for a peacetime economy. Because of exces- 
sive size or excessive transportation expenses arising 


from poor access to basic materials, these high-cost 
plants for the most part have been dismantled or 
withdrawn from operation. Today, capacity for vir- 
gin aluminum production is about 650,000 tons. 

Prior to 1941, the Aluminum Company of America 
was the sole United States producer of new aluminum. 
Today there are two other integrated producers— 
Reynolds Metals Corporation and the Permanente 
Products Company (a Kaiser enterprise). As of mid- 
summer, Alcoa held 50.6% of the virgin aluminum 
production capacity and 48.4% of the country’s sheet 
fabrication facilities. Reynolds and Permanente con- 
trolled 29.4% and 20%, respectively, of the produc- 
tion capacity and 29.9% and 18.5% of the fabricating 
capacity.t 

Alcoa is now in the last stages of its $100 million 
expansion and modernization program. The expan- 
sion programs of Reynolds and Permanente have been 
delayed because of inadequate electric power in those 
areas where new facilities are planned. 


NEW HORIZONS FOR ALUMINUM 


Many new uses and processes for aluminum have 
been evolved since the beginning of the war. There 
are literally thousands of uses for it—from buttons 
and candy wrappers to railway cars and airplanes. 

The past six or seven years have brought more 
extensive knowledge of aluminum to technicians who 
work with the material and to ultimate consumers 
who use the products. Greater quantities of alumi- 
num are being employed in construction, vehicles, 
office equipment, vacuum cleaners, paints and tools. 
Estimated production of primary aluminum for 1947 
was 575,000 tons, three and one-half times the 1939 
figure and 40% above 1946. (See chart.) 

Distribution of shipments of primary aluminum 
among consuming industries shows a decided shift 
from the prewar ranking. As a single industry con- 
sumer, building construction jumped from a relatively 
insignificant use to first place. Inability to procure 
sufficient galvanized steel sheets has resulted in an 
intensified use of aluminum for roofing during the 
past year. Demand for aluminum for window frames, 
heating and air-conditioning systems, and nails has 
also gained momentum since the war’s end. Transpor- 
tation, which was the largest prewar user of alumi- 
num now occupies second place in the consumption 
array. (See Table 2.) 

Although industry experts cannot predict what 
proportion of the new users of aluminum will switch 
back to other metals when the latter become more 
readily available, they expect that a significant sec- 
tor of this demand will continue. 


Suirtey S. Horrman 
Division of Business Economics 


Newsweek, August 25, 1947, p. 63. 
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Company Policies for Promoting Stabilization 


A summary of addresses delivered before a Round 
Table conference on this subject at the 291st meeting 
of the National Industrial Conference Board at the 
Waldorf-Astoria Hotel on Thursday, November 20, 
1947. The meeting was presided over by Marion B. 
Folsom, Treasurer, Eastman Kodak Company. 


Introduction 


Mr. Folsom 


NTEREST in company plans to reduce or elimi- 
nate fluctuations in production and employment 
has ebbed and flowed with changing economic con- 
ditions. A really concerted effort on the part of a siz- 
able number of companies to bring about a greater 
coordination of selling and production so that em- 
ployment and the incomes of workers could be made 
more regular got under way in 1921. In the prosper- 
ous period of the late Twenties interest waned. Dur- 
ing the depression of the Thirties there was a sharply 
renewed interest in any and all means which seemed 
to offer an assurance of regularity in employment or 
in the continuity of incomes. This was the period 
when a large growth of public interest in the problem 
backed the enactment of our Social Security laws. 


STIMULATE COMPANY PLANNING 


Despite the fact that one phase of worker income 
security was passed on to the government for solu- 
tion, there has been recognized a new need for com- 
panies to interest themselves in means for stabilizing 
production and employment. A belief in this need 
carried over into the unemployment insurance acts 
and is reflected in the idea that unemployment insur- 
ance can stimulate individual company efforts to 
stabilize production and employment. 

Even before the enactment of unemployment in- 
surance, experience in several states demonstrated 
that an unemployment insurance benefit plan can act 
as a stimulant to management to provide steady work. 
The experience which the Eastman Kodak Company 
and other Rochester concerns had with the Rochester 
Unemployment Benefit Plan, started before the en- 
actment of the state plans, showed that planning by 
individual companies can bring about a major reduc- 
tion in seasonal unemployment. 


During the recent war we lost interest in stabiliza- 
tion methods. The long upward drive for production 
during the war made stabilization a matter of aca- 
demic interest. Managements were absorbed in other 
and more immediate problems. Since the war, how- 
ever, there has been a large growth of interest in the 
problem of providing steady work. There is growing 
interest not only on the part of individual companies 
but on the part of trade associations, labor organiza- 
tions and the government. 

The rise of interest has also been accompanied by a 
shift in the plane of interest. Where formerly the 
efforts of individual companies to provide steady work 
served as a basis for considering employment stabili- 
zation, recent interest has shifted to an investigation 
of stabilization as a matter of national economic 
policy. The efforts of individual companies, while 
serving as a background of experience for such in- 
vestigations as the Latimer report and the recent 
study of Dr. Kaplan, were not the main focus of . 
interest. 

Stabilization of the national economy rather than 
stabilization arising as a result of the efforts of indi- 
vidual companies formed the substance of their 
studies. Careful reading of those reports, as well as 
the numerous other recent articles which have been 
published on the idea, will reveal the tremendous 
changes in our national economic structure that would 
be necessary to attain the ultimate degree of sta- 
bilization that has served as an objective against 
which the possibilities might be measured. 

Few would be enthusiastic for the restriction of 
individual freedom of choice, individual initiative 
and the restraint of economic change that would be 
necessary to attain that type of stability. The price 
would be disastrously high and the attainment, by 
means consistent with our free institutions, would 
be impossible of achievement. 


CAUSES OF PRODUCTION FLUCTUATIONS 


The complexity of the problem of employment sta- 
bilization arises from the fundamental causes for 
irregularity in industrial activity. They include natu- 
ral factors such as changing seasons, the weather, and 
shifts in the population both as to age composition 
and location. There are technological factors: the 
use of new knowledge and better methods of produc- 
tion. Economic factors, such as the intense compe- 
tition between companies and between industries for 
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a share of the buyer’s income, contribute to progress 
and the growth of our economy. But they frequently 
cause basic changes in the rate of production. The 
very nature of the product contributes to irregularity. 
Some products are staple items and because of their 
nature are produced and consumed at regular rates 
without much change from year to year. On the 
other hand, purchases of goods such as durable con- 
sumer items and capital goods are frequently deferred 
for many reasons. As a result, durable goods manu- 
facturers have a much more difficult stabilization 
problem to face than do staple goods producers. 

Another important element is the political factor. 
Government fiscal, monetary and tax policies, mili- 
tary policies and policies in international relations 
have a tremendous effect on the over-all rate of busi- 
ness activity and on the operations of individual com- 
panies. With the Federal Government now spending 
such a high percentage of the national income, gov- 
ernment policies are a much more important factor 
than formerly was the case. 

The basic nature of these causes of irregularity in 
production and employment illustrate the difficult 
problem that individual companies face in planning for 
stabilized employment. We must realize that change is 
inherent in our whole system. We cannot expect to 
eliminate these causes of business fluctuations. 


AIMS OF COMPANY PLANS 


Many factors that cause irregularity in production 
and employment are beyond the control of the indi- 
vidual company. They are basic forces in economic 
activity. On the other hand, there is very much that 
the individual company can do to moderate the effects 
of those swings which are subject to some influence by 
individual company action or which are measurable 
and can be predicted with a fair degree of accuracy. 
There is scarcely any company that cannot do a better 
job of stabilization than it is now doing. A more care- 
ful study of the nature of the individual company 
problem and methods that have proved successful will 
undoubtedly reveal some means that can be employed 
to effect a greater degree of stabilization. Moreover, 
the adoption of satisfactory methods will be rewarding 
in many ways, both to the company and its workers. 

The aim of individual company efforts is to regu- 
larize sales and production so that steady work can 
be provided to a balanced or normal working force. 
This does not mean that we are going to have a stable 
force from year to year, but that we should attempt to 
reduce fluctuations during the year to a minimum. 
Individual company policies which contribute to a 
greater degree of stabilization over the course of a 
single year can also make a contribution to a greater 
degree of stability over the period of the business 
cycle. I think that industry can make a real contribu- 
tion in this direction. In whatever measure better 


planning throughout industry will contribute to the 
reduction in wide swings in production and employ- 
ment, it should be considered a part of the efforts of 
management. 


NEED FOR ACTION 


There is real need for discussion and action on the 
problem of stabilization in the individual company. I 
doubt whether industry realizes the real cost of labor 
turnover. We are doing a very poor job in reducing 
labor turnover. There has not been a single year since 
1919 in which labor turnover in manufacturing indus- 
try has been less than 40% of the number on the force. 
The high point in some years—and not all war years— 
has been well over 100%. Even in the prewar period 
there were many years in which the turnover was 657% 
to 75% for industry. In years of good and improving 
business conditions the labor turnover rate has ex- 
ceeded 40%. Right now it is somewhere around 60%. 
After making due allowance for changes in the direc- 
tion of business activity, labor turnover rates seem far 
too high. 

Many companies have reduced their turnover per- 
centages to below 20% and this includes companies 
whose business is subject to wide seasonal swings. 
There is a direct relationship between low labor turn- 
over and sound industrial policies. The best single in- 
dex of labor relations is probably the labor turnover 
percentage. 

Of course, turnover is very costly to the company 
besides being very upsetting to the individual worker. 
That is why, when we explore the advantages to the 
individual company of these stabilization plans, we 
find that the company can really save money. A reduc- 
tion in turnover means lower training costs and better 
relations with workers, as well as an improved repu- 
tation of the company in the community for sound 
labor policies. The policies of the company are much 
better understood by employees with extended service. 
The improved morale which comes from steady work 
results in greater individual productivity. Anything 
you can do to stabilize employment means increased 
productivity and lower costs. 

The improvement in your planning which you will 
have to bring about in order to stabilize production 
and employment results in greater efficiency in your 
operations. In many cases it means lower investment. 
In our own case, for instance, the Eastman Kodak 
Company builds up a backlog of stocks during the 
period of low sales to take care of our sales peaks dur- 
ing the summertime. Otherwise we would have to 
have a much bigger plant than we now require. 

Planned production results in less overtime and 
fewer temporary layoffs. Of course, there is better 
morale in the organization and a greater sense of secur- 
ity on the part of the individual worker which is bound 
to be reflected in his general attitude toward his work. 


82 THE CONFERENCE BOARD 


February, 1948 


As a by-product, the company is in a more favorable 
position to meet changing tastes and desires of con- 
sumers. As we do a better job of forecasting and plan- 
ning, we are better able to avoid the major shocks to 
production and employment which come about from 
the downswings in general business. 

Finally, you have the direct money saving in the 
unemployment insurance system. Practically all states 
now have experience rating, under which there is lower 
cost to the company in the payroll tax when you pro- 
vide steady work and there are few layoffs. 

We are all aware of the rather widespread current 
interest in the subject of the annual wage and employ- 
ment guarantees. This subject, in so far as it deals 
with the experience of individual companies, must be 
considered a part of our present discussion. 

You will find that the key to the successful oper- 
ation of such plans, if the guarantees cover more than 
a selected group of skilled employees, is the careful 
planning and painstaking effort which has resulted in 
stabilized employment. We should not be misled by 
the fact that some plans include features for the level- 
ing of earnings of high and low periods of operation 
into a belief that this is the central feature of such 
plans. Nor, should we fail to realize that all such plans 
include safety factors to protect the solvency of the 
companies. These guarantee plans simply confirm in 
formal language the degree of stabilization which has 
been attained. 

The methods of stabilization in individual com- 
panies may be briefly summarized as planned produc- 
tion, planned distribution and personnel policies. They 
have been very capably presented in detail in a num- 
ber of Conference Board publications and in several 
detailed studies on the subject. 


Role of Business in Stabilization 


By Leon H. Keyserling 
Vice Chairman, Council of Economic Advisers 


CONOMIC stability has always seemed to me 

largely a long-range problem. The plans must 
be long range and commensurate with the enormity 
of the problem. 

I shall not stress what the government can do to 
promote economic stabilization. I have never agreed 
with those who say that because we need to do big 
things, the government has to do them all. But I am 
firmly convinced that we do need to do big things to 
accomplish economic stabilization. The situation of 
our own economy, its place in the context of world 
affairs, and our own hard experience show us that, 
if we are desirous of attaining reasonable economic 
stability, reasonable freedom from a progressive series 
of larger and larger up-and-down swings, then we 


need to devise measures as comprehensive as the 
problems which challenge us. 

No one could be more appreciative than I am of 
the pioneering work done by the Eastman Kodak 
Company. At the same time, I think that if the busi- 
ness community is going to meet the challenge of 
economic fluctuations, if it is going to contribute 
measurably to the stabilization of our economy, then 
each business should recognize that its efforts toward 
economic stabilization do not reside entirely within 
the area of individual appraisals of its own business 
situation and individual plans confined to the internal 
operations of its own unit. 

At the very foundation of plans for the stabiliza- 
tion of our economy must be a great deal more ob- 
jective analysis and thought on what kind of general 
policies throughout the whole business area, as dis- 
tinguished from the governmental area, will contrib- 
ute to a relatively stabilized economy. 


COORDINATION OF EFFORTS 


Much of the united effort to work out general poli- 
cies should come not from the government but from 
company, labor and farm groups. These efforts should 
be better coordinated, more farsighted, more ambi- 
tious, the groups working separately where they must 
and together where they can. 

Such an effort, from the objective point of view, 
is the most important avenue toward the stabiliza- 
tion of the economy, short of throwing the whole 
problem into the government’s lap. If the problem is 
thrown into the lap of the government, the tempta- 
tion will be to resort to such fiscal devices as com- 
pensatory spending, taxation for stabilizing purposes, 
or to the regulation of prices and wages. For this 
reason, I think that companies should seize the op- 
portunity to organize themselves, on an ever more 
informed, ever more technically equipped basis, in 
making general economic studies and applying poli- 
cies accordingly. 

This raises some pretty fundamental questions as 
to whether our thinking about the antitrust laws has 
been in all respects correct. I think that, through 
some device—whether cooperation or coordination of 
study—business, labor and agriculture will have to 
find local forums and regional and national forums 
for sitting around the table and working out com- 
posite policies that will add up to reasonable economic 
stability. The will to look for the answers is the first 
step toward finding them. 


ROLE OF GOVERNMENT 


A great and growing interest needs to be manifested 
in how specific economic policies in those areas from 
which government cannot withdraw, such as taxation, 
can be integrated with business stability. 

The individual company is interested in its own 
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stability, in the total levels of taxes collected and 
paid out, and in the question of incidence of taxation. 
The methods by which taxes are collected and the 
manner in which they fall on different groups have an 
influence on business stability. This problem has 
been approached with the same kind of partisanship 
as the problems of prices and wages. Each group 
would like to see its tax burden reduced. Each group 
has its very effective spokesman who presents that 
viewpoint in the press and university and halls of 
Congress. How much of this is really preceded by 
any carefully prepared study as to what types of 
taxes will really add up to economic stabilization? 
This isn’t a task just for government or the President 
or Congress; this is a task for those who mold busi- 
ness opinion at every level of enterprise in the 
economy. 


WHAT INDUSTRY CAN DO 


Business can shift a larger part of the responsibility 
for economic stability to its own shoulder. But the 
only way it can do this is by gaining a larger per- 
spective of how our economy operates. It cannot be 
done by industry’s saying that these are matters over 
which it has no control and in which, therefore, it 
has little interest. 

If company stabilization plans are the limit of 
activity, great gains will be made by certain individ- 
ual companies to accomplish greater stabilization in 
periods of prosperity, but no great gains in facing the 
great challenge to our business system. This prob- 
lem needs to be approached through larger measures. 
For example, I think it is fallacious to assume that, 
because a particular company has successfully em- 
ployed a policy, that that policy is subject to general 
application. Suppose at the beginning of the depres- 
sion in 1929 I had had $100,000. Suppose I saw the 
depression coming and decided to retire until it was 
over. Then at the end of the depression, suppose I 
said: “Look how smart I was. If everybody had done 
as I did, they would be all right.” But that is obvious 
nonsense. It would have worked for me alone but, 
if everybody tried to do it, we would not have any 
America left. Likewise, in company stabilization 
plans, a plan which enables one company to occupy 
a more favorable relative position in the economy so 
that it is in a better position to withstand the storm 
will not accomplish the same thing if everybody tries 
it. One reason why a company gets better results is 
that it is placed relatively at a better advantage 
than others. 

We must really be concerned about the larger 
aspects of reasonable protection and recognize to 
what extent depressions prejudice our freedoms, our 
place in the world, our peace of mind, and our finan- 
cial stability. Then, we have one or two roads to 
follow: either the road of accepting—maybe not im- 


mediately, but through the force of circumstances— 
a larger intervention of government; or, we need to 
find devices for achieving stability within the enter- 
prise system on a comprehensive and cooperative 
basis. 


Application of Engineering Methods to 
Industrial Stabilization 


By Fenton B. Turck, Jr. 
President, Turck, Hill and Company, Inc. 


UR present system cannot survive another 1932. 

The big question is whether anything can be 

done by the private businessman to prevent extreme 
fluctuations in business activity. 

Fortunately, the question can be answered with an 
emphatic yes if companies avail themselves of the 
tools at hand and use them before another emergency 
is upon us. These tools are not new or untested. Their 
value and effectiveness have been proved by the few 
companies which have pioneered in stabilization and 
which have demonstrated that the proper application 
of engineering methods will result in greater stability 
in operations, employment and profits. 


DEPRESSIONS ARE EXPENSIVE 


How much do depressions cost the American 
people? For the purpose of obtaining some measure- 
ment, we can make some rough calculations covering 
our 1930-1939 period of dilemma. 

During this ten-year interval there was a cumu- 
lated loss to manufacturing industry of $225 billion, 
or 32%, against what sales would have been had 1929 
levels prevailed. The loss in profits was $31 billion, or 
60%. Actual profits for the period were $17 billion. 
Losses to wage earners during these years were about 
$32 billion, or 29% of what they would have received 
at 1929 levels. 

A stabilization program for industrial companies 
that is only 50% effective would more than double 
the realized profits for an average company during a 
business cycle. Relatively few dollars spent by an 
individual concern to initiate and maintain a com- 
pany stability program pays back many dollars in 
profits and direct social benefits. 


DYNAMIC ACTION URGENT 


Industrial depressions and crises provide fertile soil 
for the growth of nationalization. One control appears 
to breed another. Positive and dynamic action is re- 
quired by industry to eliminate the economic environ- 
ment which fosters the acceptance of a controlled 
economy. More and more we are faced with control 
of money and credit, security markets, prices, the 
actions of employers, and with demands for guaran- 
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teed wages and full employment—proposals such as 
the Wagner-Murray-Dingell bill. They are all mile- 
stones in this march toward socialism. Each individ- 
ual industrial company can help avoid another 1932 
and its consequences by applying practical methods 
now to improve the short-term and long-term stabil- 
ity of its operations. 

Rich rewards await business managements who 
will adopt aggressive policies to promote stabilization 
within their own spheres of activity. This is proved 
by the record of the few concerns who have vigor- 
ously pursued policies based on sound engineering 
methods. 


FOR INDIVIDUAL PLANNING 


Programs for stabilization should be initiated by 
the individual company, whether it be small, medium 
or large. This is contrary to the point of view which 
holds that stability is too large a subject to be a mat- 
ter of concern to the individual company and that it 
therefore must await action by the government, 
groups of industries, industry associations and others. 

There is no need for any individual company to 
“simply mark time while awaiting action on the part 
of someone else. Everyone has a contribution to 
make. 

American industry should take heart from the 
efforts of those few companies which have pioneered 
in combating major fluctuations in their business. 
Unfortunately, there are few companies that have 
made a really serious, conscientious and practical 
investigation of how to promote stabilization and 
then have applied the principles. 

Two major types of fluctuations must be vigorously 
attacked if business is to attain any degree of stabil- 
ity. These are the seasonal or annual movements and 
the more complex, long-term cyclical swings. The 
causes of most seasonal fluctuations are generally well 
known. Fortunately, individual companies have been 
able successfully to alter traditional customer buying 
habits and thereby influence the causes of seasonal 
variations. Many methods, of course, have been 
employed. Prominent among them are advertising 
and personal contact. Pricing policies may also be 
directed toward stabilizing buying habits. This is 
usually done through offering price. concessions in 
periods when buying is normally at a low level. Scien- 
tific diversification of products may also result in 
greater over-all annual stability of individual com- 
pany operations. 


MAJOR UPS AND DOWNS 


Of more serious concern, however, are the periodic 
depressions which have characterized business activ- 
ity. There is no need to minimize the powerful forces 
which work to produce major business depressions. 
The fact that these forces are so powerful, however, 


should not produce a defeatist attitude on the part of 
business, particularly in those industries which have 
been characterized by exceedingly wide cyclical 
swings in the past. We all know that the amplitude 
of cyclical fluctuations varies considerably from in- 
dustry to industry. In some cases, particularly non- 
durable consumer goods, the swings are relatively 
small. On the other hand, the machine-tool industry 
well illustrates wide swings. 

The experience of some companies suggests that 
cyclical as well as seasonal patterns of customer buy- 
ing habits can be influenced. Approaching stability 
as an engineering problem, we find that it can be 
broken down into four independent stages: 


1. Study and analysis; 

2. The program; 

3. Acceptance of the program; 
4. Application of the program. 


Each of these stages involves the use of proved 
engineering methods. 


STUDY AND ANALYSIS 


The full study of a company’s operating experience 
involves the accumulation of detailed operating sta- 
tistics; analysis of past and present markets and cus- 
tomers; detailed classification of buying incentives; 
analysis of all time factors relating to production, - 
shipping, transportation and seasonal delivery prac- 
tices of immediate customer and ultimate consumers; 
and the cause and date of origin of present buying 
habits. 

Analysis of external influences must necessarily be 
broad in scope. Among the factors to be studied are 
availability of raw materials; customer commitments; 
customer inventory policies; government regulations; 
labor supply; transportation; stability characteristics 
of buyers; growth factor of ultimate markets; style 
changes; customers’ new markets; money market; and 
efficiency of operations of customers. 

This analysis requires the abilities of specialists 
experienced in production, distribution, industrial 
economics and finances. It would be futile for an 
individual company, as well as disastrous, to rely on 
such conclusions and recommendations unless they 
are prepared by competent and practical individuals, 
either within a company’s own organization or from 
outside specialists. 


THE PROGRAM 


The ultimate purpose of the development of con- 
clusions and recommendations is to formulate a work- 
able stability program. This program would defi- 
nitely cover the establishment of the primary com- 
pany objectives to be achieved in stability. 

The program should be assembled in a simple form 
which will be understandable to all parties involved 
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in its execution. With the essential features of the 
program clearly defined, a definite blueprint for ac- 
tion may be developed. 

Even the simplest program for improving the sta- 
bility of an individual company requires widespread 
organization acceptance, both in principle and in op- 
eration. This acceptance is necessary to insure the 
understanding and support that any program for 
stability requires. Acceptance of the program by 
labor, management, distributors and consumers is 
essential for its success. 

The successful application of a stability program is 
the objective. Sufficient recognition must be given to 
the length of time required to apply successfully a 
suitable program for stability. Overnight results can- 
not be expected when trying to establish changes in 
the entrenched and fixed habits of individual corpora- 
tions. The benefits to be accrued from a successful 
application of a stability program are major ones to 
all concerned. The outlay to apply such a program is 
relatively insignificant compared with the direct dol- 
lar benefits in values created. 


CASE HISTORIES 


Methods of improving seasonal stability can be 
illustrated by three case histories. One of them con- 
cerns a company in the building industry in which 
the seasonal fluctuations were 40%. By introducing 
a seasonal pricing plan, this company encouraged its 
jobbing outlets to buy out of season. Benefits accrued 
from lower-cost production and, finally, from stability 
in employment. The company made money through 
this move. About half the money went to the jobbers 
in lower prices and the other half went for better 
total wages and, in time, better dividends. Finally 
management made a better return. So it paid. Partly 
as a result of this program initiated over twenty-five 
years ago, the American Radiator Company became 
one of the American blue-chip organizations. 

My second case history had to do with changing 
of buying habits. The case of Procter & Gamble 
has been thoroughly documented, and the full story 
has been widely published. Briefly, the ultimate con- 
sumer was a consistent buyer, but the distributors 
bought only at the time they were traditionally in 
the habit of buying. By getting distributors to change 
their buying habits, this company achieved benefits 
not only for their employees through steady work but 
also through lower operation costs. 

The third case has to do with a leading company 
in the middle west. Again, it concerns the seasonal 
factor and the resultant turnover problem. The head 
of this company developed the idea of building inven- 
tory to level out and stabilize production. Off-season 
production for inventory resulted in greater over-all 
production per man hour, higher quality of product 
and many realistic gains to the company. In contrast 


with the negative factors which represent increase in 
inventory and increase in warehousing space, the 
gains far outshadowed the negative factors. Servel 
has made a scientific contribution to all industry in 
showing the way to improve seasonal stability of pro- 
duction. 


LONG-TERM SUCCESSES 


It is difficult to find typical case histories on long- 
term stability. One big company made its contribu- 
tion to long-term stability by recognizing that the 
good customers of the company always put in their 
orders when the company was so busy that it could 
not see its way out. If Ingersoll-Rand could encour- 
age its established customers to use a portion of its 
depreciation and obsolescence charges every year on 
new equipment, the advantages would be substan- 
tial and mutually beneficial. The company sold its 
principal customers on that policy and has made a 
great contribution on how a company can success- 
fully reduce the impact of a long-term depression. 

My next case study is in the building materials 
industry. This company succeeded in diversifying 
markets. Formerly, its customers were entirely in 
industry. By a major move of product development 
and by adding new distribution channels, Johns- 
Manville is now a leading material producer in the 
residential construction industry. 

My next example is a steel company. As everyone 
knows, if anything goes bad, steel seems to get it in 
the neck. We have one steel company that made up 
its mind that it was going to use every method that 
engineers had developed to improve stability by a 
scientific approach to distribution. This company 
progressed so far that in 1932 its operating income 
was double that of its more formidable competition. 
Inland Steel’s efforts to combat extreme cyclical 
swings have been constructive and beneficial to all 
concerned. 


PROSPECTS GOOD 


A number of industries have a great opportunity 
for improving their stability. These are textiles, iron 
and steel, lumber, paper, railroad equipment, rail- 
roads, utility equipment and the building industry. 
For many companies in these industries, there would 
be major rewards for reasonable improvement in sta- 
bility. If enough companies in a single industry face 
this stability question in time, the entire industry 
would benefit. 

Here is how to do it: (1) study and analysis; (2) 
a program; (3) acceptance of the program; and finally 
(4) the application of the program. 

These case histories give us real encouragement. 
They show the way. They are one answer private 
enterprise can give to the maintenance and strength- 
ening of our free economy. 
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Stabilization—A Top Management 
Responsibility 
By C. J. Backstrand 
First Vice President, Armstrong Cork Company 


O DISCUSSION of policies designed to achieve 

industrial stabilization would be complete with- 
out mention of that all important basic policy—that 
top management must coordinate all phases of the 
business enterprise which have a bearing upon sta- 
bilization. 

This statement is almost a truism. Naturally man- 
agement must manage. And yet, very few top man- 
agements today are actually coordinating a total 
effort directed toward stabilization. Instead, the 
task has been assigned to one or more departments 
which report to the top. Stabilization has been a 
responsibility assigned to a department rather than a 
function of top management. 

It is quite natural that this should be so. Top man- 
agement men are logical thinkers and the assignment 
of specific tasks to appropriate units of the organiza- 
tion is the natural method of operation. And it is an 
effective method for most aspects of the business. 
When a sales problem develops, we assign it to the 
sales department for solution. That is logical and 
correct. When a production problem arises, we assign 
it to our production men. That, too, is logical and 
correct. When we are confronted with an employ- 
ment crisis, such as a labor shortage, we turn to our 
personnel people for help. 

So what should be more logical when faced with the 
problem of employment stabilization than to turn to 
our personnel experts and say: “The problem is yours. 
Solve it as best you can!” 


THEY DO A GOOD JOB 


A logical assignment? Yes and no. Yes, in so far as 
the problem affects employees and the personnel de- 
partment deals directly with employees. But the 
answer is decidedly no if we expect the personnel de- 
partment, working alone, to come up with the solu- 
tion. 

There are several hard-working conscientious men 
in our organization—who have for years been work- 
ing and struggling to achieve stabilization. They are 
our personnel specialists, labor relations men, and 
production planners. They pioneered in the develop- 
ment of the practical techniques for stabilizing sales, 
production, and employment which have been dis- 
cussed here today. They have developed the tools 
that we now have ready to use—tools that should be 
coordinated in an all-out effort to achieve a greater 
degree of stabilization than has thus far been realized. 


These disciples of the gospel have long known that 
the task was impossible without top management 
coordination, inspiration, and direction. How could 
they have been so sure of this? Because they tried to 
do the job single handed and encountered conditions 
and circumstances over which they had no control 
and which minimized or limited their efforts. Yet, in 
many instances, those very conditions and circum- 
stances could have been altered favorably by top 
management. 

Now that we realize the benefits accruing from 
stabilization—tangible benefits in reduction of over- 
head unit costs, in reduction of labor turnover costs, 
in lowering of unemployment tax rates, and in im- 
proved labor relations—we are beginning to listen 
with greater attention to our disciples. We are be- 
ginning to see that the problem is, after all, a function 
of top management and not a one-department task. 


TASKS AND LIMITS 


To prove that this is true, let us consider several 
specific examples. Let us assume that we desire em- 
ployment stabilization and that we have assigned the 
personnel department to the task. What can that 
department do about it? 


It can work toward getting labor contracts that permit 
the shifting of employees from job to job within the 
plant. ; 

It can train employees in multiple skills so that they 
are able to perform many different production jobs in 
the plant. 

It can work toward labor contracts with flexible over- 
time rules permitting the averaging of work hours. 

It can, with advance knowledge of layoffs, minimize 
their effect by allowing natural labor turnover to reduce 
the work force gradually. 

It can control the hiring of new employees when it 
knows in advance that technological improvements are 
to be made which will reduce future requirements for 
labor. 

It can plan vacations for off-peak seasons. 

It can, in some instances, arrange for the temporary 
exchange of workers between plants in the community. 

And, of course, it can contribute some degree of sta- 
bility to the labor force by reducing turnover with well- 
planned employee-benefit programs. 


THOSE PRODUCTION CYCLES 


In short, the personnel department can do much to 
soften the impact of sales and production fluctuations, 
to improve the utilization of the work force, and to 
reduce hiring and firing to a minimum. But, is this 
true employment stabilization? Obviously not. 

There will still be great fluctuations in the labor 
force that cannot be avoided, and over which the per- 
sonnel department has no control. For example, when 
it suddenly becomes necessary to add an extra shift 
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of workers in order to meet a sharply increased pro- 
duction schedule, nothing can be done except hire 
the extra workers. Nothing can be done, that is, by 
the personnel department. 

Attempting to stabilize employment, with our ef- 
fort directed in the field of personnel, showed us that 
production fluctuations completely upset our plans. 
The next step is, of course, to attempt stabilization of 
production. Such a task is usually assigned either to 
the production department or to the production plan- 
ning department. What can these departments do? 


They can produce according to well-thought-out sales 
estimates rather than according to sales. 
: They can assign employees to maintenance work dur- 
ing brief periods of reduced operation. 

They can utilize inventories to take care of ups and 
downs in sales—that is, to build inventories in advance 
of need. 


Basically, that’s about all that can be done to level 
out production. However, intelligent use of sales fore- 
casts and building inventories can do a great deal to 
alleviate the effect of seasonal fluctuations in produc- 
tion on employment. However, there are dangers in- 
herent in both of these measures. 


AN EDUCATED GUESS 


The best sales forecast is only an educated guess. 
It is not infallible. More frequently than not it is 
in error. The production of goods according to a 
sales forecast—blindly, unhesitatingly and without 
frequent and probing checks of the forecast—can lead 
only to disaster for the enterprise. And this holds 
true no matter who makes the forecast. The govern- 
ment has no better crystal ball than the private enter- 
prise. Witness the government prediction of a great 
business downturn which was to have followed cessa- 
tion of hostilities. It did not come off. The expected 
unemployment did not result; instead, business vol- 
ume increased. So sales forecasts are to be followed 
with caution in scheduling production. When symp- 
toms begin pointing away from the forecast, don’t 
hang on. Be ready to run with the change. 

As for building inventories in advance of sales, we 
must recognize that this cannot be done for some 
products. Their very nature makes it necessary for 
them to be produced to specific order. This is usually 
true for businesses which market specialty items— 
products that are made to order, or products which 
undergo drastic changes in style or design from season 
to season. 

Another pitfall of inventory building is the possi- 
bility of guessing wrong on the quantities of indi- 
vidual items. While the forecast may be accurate for 
total sales, it may still be quite wrong on the amounts 
of individual items which make up the total. As a 
result, losses from obsolescence may be sustained. 
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Then, too, there is the danger of cyclical fluctu- 
ations affecting the best-laid inventory plans. If a 
cyclical downtrend begins to develop just when it is 
time to build seasonal inventory, it obviously is not 
sound business to produce for inventory. It is better 
to reduce operations to the lower level of activity. 
Otherwise, unusually large inventories are accumu- 
lated which, when the inevitable cutback comes, 
cause greater fluctuations than would normally be 
necessary. Production must then be reduced to an 
extremely low level until the inventory burden is 
reduced. This is an example of what may happen 
when a measure designed to create stabilization back- 
fires and has the exact opposite effect. 

For these and similar reasons, most top manage- 
ments are somewhat fearful of employing inventories 
to stabilize production. The possibility of loss from 
obsolescence is great. In addition, the investment in 
inventories and in warehouse space and handling fa- 
cilities is heavy and creates an added financial burden 
for the enterprise. 

Despite these factors, intelligent sales forecasting 
and judicious use of inventories have succeeded in 
smoothing out some of the extreme ups and downs of 
production. However, this is not true stabilization. 

The next step, logically, is to tackle the problem 
of stabilizing sales. Many thoughtful business ex- 
ecutives insist that this is impossible, that a business 
cannot stabilize its sales and remain competitive. Per- 
sonally, I believe this is a rather extreme view. 

Admittedly, we must produce when our customers 
want the goods. And we must have goods on hand to 
give comparable service with others in the industry. 
Certainly no member of top management who has 
risen from the ranks of sales believes that this situ- 
ation should be fundamentally changed. 


A BUSINESS STIMULANT 

Much of the misunderstanding of the principles 
of stabilization hinges upon the approach to this 
point. All too many people regard stabilization as 
something static, as a leveling off process, as a re- 
straint on industrial growth. They hold that sales 
stabilization can be achieved only by trimming off 
the peaks to fill in the valleys. A much better way, 
and the only way a salesman would ever consider 
seriously, would be to keep the peaks and fill in the 
valleys with new business. Regarded in this light, 
stabilization becomes a _ stimulant to industrial 
growth, not a restraint upon it. 

However, it may not be necessary to go out for new 
business immediately in order to stabilize the sales 
curve. Intensive, objective sales analysis may dictate 
a different approach. It will show, for example, 
whether demand for your products actually fluctuates 
as much as sales. If the demand does not, then per- 
haps something can be done to put sales in harmony 
with true demand. 
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This was the discovery Procter and Gamble made. 
Sales analysis indicated that consumer demand for 
soap was relatively steady throughout the year. The 
great fluctuations in sales were a result of dealer buy- 
ing habits. Under such circumstances it was rela- 
tively simple to bring about sales stabilization. 


LOOK INWARD FIRST 


On the other hand, it may be discovered that sea- 
sonal fluctuations result from your own sales tech- 
niques. We found this to be true at our company in 
the flooring business. We had peak sales in the spring 
and fall, with lows in winter and summer. A study 
indicated that this was partially caused by our intro- 
duction of new flooring patterns at the year end. Ac- 
cordingly, we inaugurated the practice of introducing 
new patterns also during the summer. That helped 
build up the low point and also had a generally 
healthful effect on sales for the whole year. The sig- 
nificant fact here is that our total sales did not level 
off. The total moved to a new high, which, I think, 
tends to prove my earlier contention that stabiliza- 
tion need not be a restraint on sales. 

These instances I have cited are special cases, of 
course. In general, sales stabilization may be accom- 
plished through product diversification and market 
diversification. The former calls for research and 
product development, with emphasis on the creation 
of new items that can be produced with virtually the 
same equipment and the same employee skills that 
are required in the manufacture of standard items 
in the line. In this connection, I understand that a 
number of companies are holding back new products 
today so they may be thrown into the breach when 
the present market begins to show signs of weakening. 


MANY WAYS TO DO IT 


Market diversification is largely dependent upon ac- 
curate analysis of product sales fluctuations. Deter- 
mine whether fluctuations are from season to season, 
from year to year, or over a longer period. If you can 
determine the cycles and their causes, you’ll be in a 
better position to help yourself. A careful study may 
show that there are untapped markets that can be 
used to bolster the low points. A concentrated and 
well-charted selling effort directed at these markets 
can usually play a most important role in sales sta- 
bilization. 

Market diversification—which may be called a 
properly timed sales effort—can be accomplished in 
a number of ways. Advertising and promotional ef- 
forts may be employed to bolster low points in the 
sales curve. Some companies offer salesmen extra in- 
centives for sales during seasonal periods of reduced 
activity. Some firms attempt to diversify their dis- 
tribution methods, finding other channels through 
which the product may flow to the consumer. Still 
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others approach the problem by trying to get a better 
balance between markets for a given product so that 
peaks for one market offset lows in the other. 

Consideration of sales stabilization leads logically 
back to my original thesis that top management must 
coordinate and direct the effort toward stabilization. 
Product diversification as employed in sales stabiliza- 
tion primarily calls for the efforts of the research 
engineering, and production departments, followed 
closely by intensified promotional and selling effort. 
With so many individual units of the business in- 
volved, the effort obviously must be directed and co- 
ordinated from the top if it is to be successful. The 
same may be said of market diversification which 
calls for coordinated sales, sales analysis, advertising, 
and promotional effort. 


KEEPING SALES STEADY 


To cure the primary cause of instability, we must 
direct an intelligent, coordinated, all-out effort at 
stabilizing sales. 

Production fluctuations result from sales instabil- 
ity. If we are successful to any degree in stabilizing 
sales, the impact on production is lessened. Then 
we can further level out production by intelligent 
forecasting and the wise use of inventories. 

This will mean greater natural stability in em- 
ployment. And we can further stabilize it by use of 
personnel techniques. 


With top management direction of the entire effort 
—from sales through employment—we stand a better 
chance of succeeding. The perfect situation would be 
stable, year-round sales, accompanied by stable pro- 
duction and employment. We can do a better job in 
this connection than we have to date. 

The ships of the Navy have an electrical device 
known as the stable element, which measures the 
pitch and roll of the vessel in heavy seas. It com- 
putes mathematical compensating components and 
feeds them electrically to the gun stations. Thus, the 
guns are stable while the ship rolls beneath them. 

Top management must be the stable element of 
the business. The challenge of stabilization has been 
laid at the door of American industry. It is a chal- 
lenge which demands a high order of leadership. Are 
we capable of meeting it? 


Discussion 


QUESTIONER: Mr. Keyserling, I think you hinted 
broadly at the necessity for business to have an op- 
portunity of instituting in some areas policies which 
might be construed as contrary to the antitrust and 


the fair trade laws. Is there any way to elaborate 
on that? 
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MR. KEYSERLING: I think it is one of the big 
problems we have to face. My personal view is that 
the antitrust policy, which has been in effect for 
fifty-seven years, has not accomplished as much as 
was hoped for it. Whether that is because of inade- 
quate administration or lack of funds for litigation, is 
a matter of detail for students of the policy. Perhaps 
the problems which we now deal with are different in 
character from the problems we had to treat when 
those laws were first enacted. While in some cases 
industry has grown beyond the size of optimum effi- 
ciency and in some cases there is less competition 
than there ought to be, nonetheless, since we have the 
kind of business organization that we now have, the 
problems of stress and strain are large and general 
rather than small and compartmentalized. We there- 
fore have to start from treatment of larger problems 
and work back to refinements. 

If you had an epidemic threatened in the City of 
New York, the solution for some people would be to 
go to Asheville, just as a solution for those who op- 
erate in an unstable industry would be to get out of 
that industry. But everyone in New York cannot go 
to Asheville and if they did, you would have a bigger 
problem. Even if you had an epidemic, we can get 
some people in such good shape that they will proba- 
bly pull through it, which is very good, too. But you 
might have an awful lot of suffering and some would 
not pull through it. 

We do live in a kind of economy which, from time 
to time, at least, has been threatened with a serious 
epidemic—a recession or depression. I have never 
talked with a businessman who did not feel we are 
threatened with the same thing again at some time in 
the future. One of the most fruitless things is to try 
to predict the timing. One year or three or five years 
are a short time even in the life of a simple business, 
but it is no time at all in the life of an economy. 
Measures to prevent these epidemics are going to be 
devised by our business or by government. It will be 
one or the other. I hope it is mainly the former. 


QUESTIONER: In our machinery business, we 
make 7,000 different items. There are a lot of ways in 
which you can stabilize. In a complex organization 
it is extremely difficult to do it unless top manage- 
ment can handle the whole thing. For example, I 
would like to get some opinion on the question of 
vacations taken simultaneously with plant shutdown 
rather than spreading vacation periods over a long 
time. Can I get something on that as a method of 
stabilization? 


MR. BACKSTRAND: Of course, employment 
depends on given circumstances at a given time. We 
don’t want to shut our plants down, particularly not 
today, because we want to turn out everything we 
can. We supplement our employment rolls during 


vacation periods by bringing in temporary help, if 
necessary. Such help is available in some communi- 
ties because of agricultural conditions or school va- 
cations. In some instances, of course, it may be 
necessary to shut a plant down for repairs or general 
maintenance. If we are able to plan such shutdowns 
far enough in advance and if they occur at a time 
of the year when people ordinarily take vacations, 
we can turn the shutdown period into a vacation pe- 
riod for many of our people. Otherwise they would 
be temporarily out of work. Handled in this manner, 
I think such an arrangement is successful. 


QUESTIONER: I am not referring to abnormal 
times. I am thinking in terms of more or less normal 
times—planned shutdowns for repair work. General 
Electric tried that and it worked pretty well. 


MR. BACKSTRAND: I think a great many of 
us have done that— used shutdown periods for main- 
tenance and repair. 


QUESTIONER: I would like a comment or two 
on a subject frequently advanced in connection with 
stabilization—the guaranteed annual wage. 


MR. KEYSERLING: We are studying the prob- 
lem of guaranteed wages. I don’t like the term much 
because I think wages have got to be paid out of in- 
come. This discussion here today, on stabilized em- 
ployment, is a much better point of emphasis. I 
come back to the point: What are the stable indus- 
tries, and what are the unstable industries? 

It is based on the nature of the industry. When 
you say the machinery business is inherently an un- 
stable industry, all you are saying is that this in- 
dustry, tied in as it is with the economy as a whole, 
is unstable so long as the general economy is unstable. 
Therefore, if you are going to get a reasonable sta- 
bility in major lines of enterprise, you have to devise 
policies for reasonable stability of the general econ- 
omy. I think that applies to the guaranteed wage. 
I don’t think you can get an important industry to 
operate at a high level of employment or to-stabilize 
employment if there is not a stable demand for its 
products. 

I think the starting point is some kind of reason- 
able stabilization of markets. That is importantly 
affected by the general wage level. That’s why I 
think that on some broader basis, industry has to 
devise methods for relating its price and wage poli- 
cies to the ebb and flow of the economy, rather than 
just to say that it is going to pay a guaranteed wage. 
Guaranteed wage plans are good, but they are not 
enough. 


CHAIRMAN FOLSOM: I suppose you would add 
government to that list, too. 


MR. KEYSERLING: Yes, such as in the tax 
area. Certainly, tax policies should be adjusted so 
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as to maximize the incentives to industry to operate 
at high levels and adjust also to the buying power of 
the various industrial groups and consumer groups. 


CHAIRMAN FOLSOM: Mr. Turck, I wonder if 
you want to comment on this. 


MR. TURCK: I think the first point of that was 
brought out very ably. The whole issue strikes from 
distribution back into the economy of the individual 
company. Many economists have no knowledge or 
experience in the field of distribution; therefore, their 
thinking is done with the only tools they have. Mr. 
Keyserling is one of the first economists who has 
seen the light. You can’t have a guaranteed wage 
unless you have orders. Certainly, a tremendous 
amount of effort must be given in the future toward 
changing buying habits. Some companies have al- 
ready done this. Alone, they are not enough, how- 
ever. The annual wage must necessarily be paid out 
of money coming in from orders, but if you haven’t 
got the orders you haven’t any base for an annual 
wage. 


QUESTIONER: Mr. Keyserling distinctly men- 
tioned the steel industry. At present, it is operating 
at about 100% of capacity with a moderate expan- 
sion program. It is under tremendous pressure to 
greatly expand its producing capacity. Do you think 
it would help stabilize the over-all national situation? 


MR. KEYSERLING: I said I would not duck any 
question asked. Let me state it this way. We have 
talked with people in the steel industry, and I think 
the steel industry has a desire to produce as much 
steel as it can sell and not more than it can sell. 
After all, that is what every business tries to do. 
When you talk about it, here is what you have: 
Suppose you say to some economists working for the 
steel industry, “Try to forecast what the marketable 
production of steel is going to be in 1955 or 1960.” 
The projection is made first on the basis of steel 
sales in the past periods of high employment. Here, 
for example, were the steel sales in 1928 which was a 
good year, and 1937, a reasonably good year; 1944 
was abnormal, a war year. 

That kind of projection is all right, assuming that 
we are going to have continuous high and stable em- 
ployment. But some say that this is false logic; that 
we cannot expand steel capacity on that basis. Experi- 
ence has been that in some years steel output has 
been 90%, 40%, or only 15% of capacity. 

So a different projection for the steel industry is 
made, on the basis of the business cycle. A conclu- 
sion based on past history results. Since there were 
some years when the steel industry needed 50% or 
40% of what it needs now, it is argued that its ex- 
pansion plan should allow for these ups and downs. 
Well, that seems to a degree more reasonable than 
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the first approach. The trouble with this approach, 
however, is assuming and resigning oneself to exactly 
the degree of instability in the future economy that 
we have had in the past. 

You have to get something somewhere between the 
two, and this depends on how much confidence you 
have that the American system can do a better job. 
When you try to do this, then the steel industry is 
perfectly entitled to say: “We make steel but not 
markets. What is the demand for agricultural imple- 
ments; what is going to be the size of the housing in- 
dustry five or ten years from now? We don’t deter- 
mine the size of farm production. That is affected by a 
variety of things and by government policy. The 
government has become largely involved in the agri- 
cultural economy. As to the housing industry, that 
depends on a lot of things over which we have no 
control. So how can we, the steel industry, know 
where we are going?” This leads me to the conclusion 
that, before you can make a plan for any basic indus- 
try to satisfy the needs of the current economy and 
a future high level economy, you have to relate that 
industry to other industries. You don’t need to do 
that for neckties; it is not so important there. But 
you do have to do it with regard to a few basic things. 
Does that mean national planning? Does the gov- 
ernment have to do it? I say, no. Does industry 
have to do more of it? I say yes. If everybody neg- 
lects this problem, the whole economy is going to get - 
badly out of joint. 


MR. BACKSTRAND: We are talking here today 
about individual company policies—not industry- 
wide policies. Mr. Keyserling has talked about the 
danger of speaking in aggregates. I agree on that 
point. During the depression, the steel industry— 
as a whole—dropped to extreme low levels, but there 
were one or two companies which never did drop to 
the aggregate level of the industry. The answer to 
stabilization in the steel industry lies not in whether 
the industry contemplates expansion, but whether 
individual companies are planning it. To me, that 
is the danger of discussing this matter in aggregates. 
I will wager that some individual steel companies, at 
this very moment, are laying the groundwork for 
expansion. They will go ahead on their own and 
will be moving upward when the industry, as a whole, 
is perhaps moving downward. Thus, these individual 
companies will be helping stabilize the industry. To 
me, the practical solution lies in whether or not the 
individual company has the guts and the confidence 
and the know-how to plan and carry through expan- 
sion on its own even though it is aware the industry 
as a whole does not countenance it. 


CHAIRMAN FOLSOM: I would like to ask Mr. 
Turck something. Mr. Keyserling has mentioned once 
or twice that many plans adopted by individual com- 
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panies are due in many cases to the fact that the 
whole industry is unstable. The plan you mentioned 
—do you think that could be adopted by all com- 
panies in the industry without upsetting the apple 
cart? 


MR. TURCK: The answer to your question is, 
yes, of course. If there is no change in buying habits 
then one company might be a little more astute and 
select the best customers and select or concentrate on 
one or two markets. We must do something at both 
levels; first, try to get the best break we can for our 
own individual company, and then try to change the 
basic underlying forces that cause recessions or de- 
pressions. 

There are many examples that indicate the answer 
is a change in buying habits. One of the most strik- 
ing examples is in the utility business. You would 
think that with relatively little change in demand for 
power that the utilities would have a rather certain 
base to work from. Instead, there is a tendency for 
management to consider buying new equipment only 
at a certain point, which I believe is when the load 
factor is at about 85%. 

They generally buy at the highest prices and by the 
time the equipment is installed a business recession 
is more than likely to have set in. About thirty-five 
years ago that rule of thumb was established and I 
don’t know of one person yet who can give me a 
legitimate reason for it. 


CHAIRMAN FOLSOM: It would seem to me 
there is a great opportunity of improving the pur- 
chasing policies of those industries. It would have 
quite an effect, for example, if the automobile industry 
changed its buying policies. The government itself 
might also do a much better job. There is a great 
opportunity for the Army and Navy to spread out 
their purchasing over a period of time. 


MEMBER: I am in the utility industry. I want 
to comment on Mr. Turck’s remarks. I think if you 
could investigate you would find that the utility in- 
dustry tried to get equipment during the war but it 
was taken over by the government. As a consequence 
we are way behind and you can find by examining 
the loads on any utility system in the United States 
that they are behind because they have been unable 
to get the things they wanted to get ten or fifteen 
years ago. 


CHAIRMAN FOLSOM: Any other questions? I 
think it is evident from this discussion, that benefits 
in the form of lower costs and better employer rela- 
tions are strong incentives to management to do 
something about stabilizing. There is a long list of 
methods used by many companies and industries. 
There is no lack of literature on the subject; it is 
mainly a question of application. The real job of 


top management is to get busy and do something 
about it. We can do that if the individual companies 
will do a better job. This will naturally lead to more 
active effort on the part of industry associations to 
work out industry-wide plans. Individual companies 
cannot do it all, but they can certainly make a start. 
Their efforts would eventually go a long way to meet 
these problems. 


Business Forecasts 


Banking survey: Approximately 63% of 228 bankers sur- 
veyed by the American Bankers Association believed that 
bank loans will continue to increase during the first six 
months of the year. 


Alan H. Temple, Vice President, National City Bank of 
New York: We have entered “into the last phase of the 
upward swing of this business cycle. There is every indi- 
cation that the last phase will be a long one. . . . The peak 
has not yet been reached in either business or prices and 
any declining tendency which appears before the end of 
1948 will not produce any considerable recession.” 

Morris Natelson, Lehman Brothers Investment Bank: 
“The real threat to maintenance of our present economic 
status [is] the shortage of capital. Eventually, wage in- 
creases and consequent price rises will outrun the ability 
of our: financial system to sustain them and there will be 
a decline in the volume of capital goods production, unem- 
ployment, and a decline in the demand for consumer goods.” 
This will not, however, have an effect on prices of manu- 
factured goods this year. 

Francis L. Whitmarsh, president, National-American 
Wholesale Grocers’ Association: Buyer resentment against 
high prices will result in a business recession late this year 
or in 1949. “When prices are adjusted to arouse the demand 
for goods, there will again result a normal and profitable 
business on a much more stable basis than we know of 
today.” 

Sumner H. Slichter, Harvard University: “Somewhere 
between the fairly wide range of $811 billion and $1,236 
billion is to be found the correct figure for reproducible 
wealth in the year 1990.” The increase would then be 2.1 
times to 3.2 times in the next 43 years, as compared with 
a sixfold increase in the forty years between 1889 and 1929. 

Walter P. Reuther, president, United Automobile Work- 
ers (CIO): Unless industrial leaders give up the policy 
which links profits with scarcity rather than abundance, 
there will be 14 million unemployed by 1952. 


COMMODITY FORECASTS 
United States Department of Agriculture: “Food prices 
will stay high through most of the year. Prices of meats, 
poultry, eggs, and cereal products probably will average 
above 1947. For most other foods retail prices may be 
about the same as in 1947. Farm prices are likely to decline 
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after 1948. No crisis such as the one in 1920 and 1921 
is likely.” 

John L. Collyer, president, B. F. Goodrich Company: 
“Total rubber consumption in 1948 may reach 870,000 
tons.” This would be larger than any year except 1946 and 
1947 when 1,039,000 tons and 1,080,000 tons, respectively, 
were consumed. 

C. Donald Dallas, chairman of the board, Revere Copper 
& Brass, Inc.: “The outlook for 1948 is promising in the 
copper and brass fabricating industry.” 

Association of Purchasing Agents: “The uptrend in textile 
prices which started in mid-1947 is expected to continue at 
least through the first half of 1948 and . . . probably will 
advance to new peaks in the spring.” 

John E. Alexander, president, Nekoosa-Edwards Paper 
Company: “We are planning to run at full capacity. Pro- 
duction for 1947 increased over the previous year and pre- 
liminary plans for 1948 point to a similar advance.” 

Neal Dow Becker, president, Intertype Corporation: 
“Companies engaged in the manufacture of machinery for 
newspapers and printers have had a prosperous year and 
the present backlog of orders appears to insure a reason- 
ably prosperous 1948.” 

S. Duncan Black, president, Black and Decker Manufac- 
turing Company: “We think the portable electric tool in- 
dustry will have a good year in 1948. Business is not 
coming in at quite the same rate as one year ago, but in 
our case we have quite a large backlog of unfilled orders 
which will make up for this deficiency.” 

Edwin J. Anderson, president, Goebel Brewing Company: 
“The outlook for the brewing industry in 1948 is equally 
as good as 1947, the most successful year in its history. 
There is even a possibility that 1948 may exceed the records 
established last year, subject to world grain and general 
conditions and federal restrictions.” 


CANADA LOOKS AHEAD 


Banking: Business borrowing is expected to be at or 
near the 1947 high level of $2 billion. Some decline in 
deposits is thought probable. 

Company earnings: Lower earnings because of continued 
rise in costs are expected for some companies. When prices 
can be readily adjusted to rising costs, results should be 
about the same as in 1947, and, in some cases where indus- 
tries suffered material shortages in the past, results will be 
better. 

Lumber: Production in 1947 was over 5 billion board feet, 
second highest record. Will do as well in 1948. Coming 
prices will be lower. 

Steel: Production will continue at capacity, or about 3 
million tons of ingot steel, barring labor trouble. Pig iron 
is expected to keep pace with 1947 output of 2 million tons. 

Construction: Volume in 1948 is expected to at least 
equal $718 million of contracts awarded in 1947—all-time 
record. 

Rubber: Modest decline in production is anticipated. 
Companies expect sharper competition from United States 
industry. 

Ross Namicu 
Division of Business Economics 


Business Bookshelf 


BOOKS 


“Principles of National Income Analysis’’—A study of 
national income accounting, with particular emphasis upon 
the treatment of government tax revenues, borrowings and 
expenditures. By Carl S. Shoup, Houghton Mifflin Com- 
pany, New York, 1947. 


“Say It With Figures’—An introduction to the use of 
statistical methods in the broad field of social psychology 
with particular emphasis on opinion polling and evaluation. 
By Hans Zeisel, Harper and Brothers New York, 1947. 
$3.00. 


‘United States Census of Agriculture—1945’’—Volume 
II of the 1945 Census presents the collected data on farm 
population, farm labor, farm facilities and machinery and 
farm products. Bureau of the Census. Available from the 
United States Government Printing Office, Washington, 
D. C., 1947. $5.00. 


‘Petroleum Facts and Figures—1947’’—The eighth edition 
of this handbook contains historical statistics on utilization, 
production, refining, transportation, marketing and general 
information such as employment, earnings, productivity 
and unit labor costs in the petroleum industry. American 
Petroleum Institute, New York. $2.00. 


‘Studies in Income and Wealth’’— Volume ten in the series 
devoted to the analysis of national income concepts. 
National Bureau of Economic Research, New York, 1947. 
$4.50. 


‘*Yearbook of the United Nations, 1946-47’°—A summary 
of the activities of the United Nations from its inception 
to July 1, 1947, with a selected bibliography and a ““Who’s 
Who in the United Nations” thrown in. Department of 
Public Information, United Nations, Lake Success, New 
York, 1947. $10.00. 


PAMPHLETS AND REPORTS 


“Consolidated Returns and Intercorporate Dividends’”’ 
January, 1948. 


‘The Income Tax Treatment of Pensions and Annui- 
ties.”” 
Continuation of the Treasury’s analysis of tax prob- 
lems, Division of Tax Research, Treasury Department, 
Washington, December, 1947. 


“Business Establishments, Employment and Taxable 
Payrolls under Old Age and Survivors Insurance, First 
Quarter 1946, by Industry Groups and by Counties.””— 
The first detailed figures that have been published since 

‘the last prewar census on nationwide, state and county 
statistics of the number of business establishments and on 
their employment and payrolls. Compiled by the Bureau 
of Old Age and Survivors Insurance of the Social Security 
Administration, Federal Security Agency. Printed by the 
Office of Domestic Commerce, U. S. Department of Com- 
merce, 1947. 


February, 1948 


BUSINESS RECORD 93 


‘Council of Economic Advisers Second Annual Report 
to the President’’—The second annual report of the Coun- 
cil of Economic Advisers under the Employment Act of 
1946 analyzes the meaning of maximum production and 
the means of attaining it. United States Government 
Printing Office, Washington, D. C. 15 cents. 


“Horses to Horsepower’’—A study of the effect of the motor 
truck on American living. By Franklin M. Reck, Auto- 
mobile Manufacturers Association, Detroit, Michigan. 


‘Basic Yields of Bonds, 1926-1947: Their Measurement 
and Pattern’’—A continuation of the analysis originated 
in Technical Paper 3. National Bureau of Economic 
Research, New York, 1947. 75 cents. 


“Expenditures for Community Health and Welfare in 
Thirty-one Urban Areas in 1946’’—A statistical and 
graphic survey of community health and welfare expendi- 
tures by type of service and source of funds. Of particular 
interest, are the comparisons of sums spent today and pre- 
war. Community Chests and Councils, Inc., 1947. $1.00. 


War Profits Studies :— 

No. 13: ‘*War Contractors’ Profits”’ 

No. 14: **520 Food Processors”’ 

No. 15: ‘°326 Textile Manufacturers”’ 

No. 16: ‘‘Profits Growth to Wartime Peak’’ 
No. 17: ‘‘Wartime vs. Peacetime Earnings”’ 
No. 18: ‘Impact of Reconversion”’ 

A continuation of the analysis and compilation of data 
on profits, sales and investment of corporations during the 
war. Office of Price Administration, Office of Temporary 
Controls, Washington, D. C., 1947. 


‘‘Federal Reserve Policy’’—A series of papers by officials 
of the Federal Reserve reviewing money and credit policy 
over the past three decades. Postwar Economic Studies 
No. 8. Board of Governors of the Federal Reserve System, 
Washington, D. C., November 1947. 


“The Economic Report of the President’’—The eco- 
nomic report as required by the Employment Act of 1946 
contains a literary and statistical review of the national 
economy in 1947. United States Government Printing 
Office, 1948. 


ARTICLES 


The Dynamics of Wage Determination under Collec- 
tive Bargaining—The rationale of the seemirgly irrational 
behavior of unions in ignoring the maximization of the wage 
bill at times and concentrating upon other objectives which 
serve to enhance the prestige of unions. By Arthur M. 
Ross, The American Economic Review, December, 1947. 


Should the LIFO Principle Be Considered in Depre- 
ciation Accounting When Prices Vary Widely?— 
Comments on the inconsistency of using cost as a basis for 
the amortization of depreciable assets and LIFO for the 
valuation of inventories. By George O. May, The Journal 
of Accountancy, December, 1947. 


Good Old Depreciation—Recommends the calculation of 
annual depreciation charges on the basis of cost with 
management appropriating either surplus or earnings to 
cover the increased cost of replacing the asset. By W. I. 
McNeill. Chemical Engineering, January, 1948. 


Economic Notes 


Taxes and the High Price of Cars 


If a motor car company sold its cars and trucks without 
any profit at all, and its workmen agreed to take a 20% 
cut in wages, the price of a $1,500 car would be cut only 
about $60. 


But now let us take a look at the taxes that are wrapped 
up in a $1,500 car and see what they amount to. First, 
there are the direct taxes, which on a $1,500 car amount 
to.$112. Then, in addition, there are the indirect taxes of 
one kind or another amounting to about $288. So we have a 
grand total of taxes on a $1,500 car amounting to about $392. 


Even a 20% reduction in taxes would amount to $78.40 
as against a possible $60 saving if the manufacturer op- 
erated without any profit and if workers took a 20% cut 
in wages.— (James D. Mooney, President, and Chairman of 
the Board, Willys-Overland Motors, before. the Consumer 
Bankers’ Association.) 


How Progressive Taxation Works 


Only one half of 1 per cent of the individual income-tax 
returns filed for 1945 reveal adjusted gross incomes of 
$20,000 or more. While the income-tax liabilities of these 
returns amounted to 26.4% of the total, their adjusted 
gross incomes comprised only 8.2% of the total income re- 
ported— (Computed from Statistics of Income, Part I, 
1945.) 


The Money Goes for Upkeep 


The price of textile machinery has increased from 200% 
to 300%, and the cost of industrial construction to replace 
obsolete structures has increased by about the same ratio. 
In the early Thirties, industrial building in the textile in- 
dustry could be constructed for approximately $4 per square 
foot; the cost today is approximately $11. 


After taking account of normal repairs, maintenance and 
depreciation, it has been necessary to spend and to appro- 
priate 86% of total net income after taxes for the postwar 
years 1945 through 1947 for machinery replacement and 
modernization.— (Forstmann Woolen Company, “The Cor- 
porate Cost of Living in the Wool Teatile Industry,’ 1947.) 


Pound for Pound 


England has traded 6,000 tons of automobiles for 7,200 
tons of Argentine beef—indicating that British cars cost 
more than meat. In the United States, the opposite is true. 
A new car retailing at $1,500, including accessories, weighs 
3,150 pounds, or 47 cents a pound. Some heavier and 
higher-priced United States cars sell at around 50 cents a 
pound, but few models cost more—(Automobile Facts.) 


Beating the High Cost of Living 


“Shoplifting in food stores is increasing,” says Kiplinger 
Magazine. “In many cases, storekeepers say, it is because 
of resentment at high prices.” 
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EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Avera, Aver: 


r Week’! 
Date accion Earnings 

1946 November.......... $1.243 | $50.14 40.4 .0 
December........... 1.247 | 60.23 40.4 .0 

1047, January... sic .an 1.268 51.62 40.8 .0 
February........... 1.279 | 52.10] 40.8 0 
March, Stee. ae 1,285 52.10 40.6 .0 
April py ieee acts 1.304 52.79 40.5 0 

BY sic ais bree istehais ais 1.329 53.65 40.4 0 

SUNOS tte angen ops 1.347 54.25 40.3 .0 

Gly eaters ore 1.354 53.61 39.7 !) 
August. 2.055286.2 8 1.367 54.29 : 8 
September.......... 1.883 55.96 .8 
October. ss ccce sees 1.886 | 56.607) 9 
November.......... 1.395 | 56.78 9 


Index Numbers, 1928 =100 


rRevised, 


Prices Up Another Rung 


OVEMBER consumers’ prices paid by moder- 

ate-income families, as measured by THE Con- 
FERENCE Boarp, rose 0.7% from October to Novem- 
ber. This was the tenth consecutive rise, bringing the 
over-all index to an all-time peak of 131.8 (1923= 
100). 

Retail prices of all items rose 7.0% from December, 
1946, to November, 1947. The increase in this index 
since September, 1945, the month following the end 
of World War II, has been 24.1%, and since June, 
1946, the last OPA month, the increase has been 
218%. 

The purchasing value of the 1923 dollar, which 
stood at 81.2 cents (revised) in December of 1946 
and at 76.4 cents in October, declined to 75.9 cents 
in November. 


Earnings at New Peak 


EW PEAKS were set in November in both 
hourly and weekly earnings of production work- 
ers in the manufacturing industries surveyed monthly 
by Tue Conrerence Boarp. Working hours and real 
weekly earnings declined slightly between October 
and November, real hourly earnings remained un- 
changed, and employment, man hours and payrolls 
were increased. 

While hourly earnings have risen uninterruptedly 
for more than two years, weekly earnings have de- 
clined several times since the latter part of 1945. 
Real earnings, the measure of actual earnings ad- 
justed for changes in the consumers’ price index in 
terms of 1923 dollars, did not rise from October to 
November and both hourly and weekly real earnings 
were, in November, below their peaks. 


CONSUMERS?’ PRICE INDEX FOR THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Fuel and Light 


Pais | oun | 


Value of 
Dollar 


Women’s Total? 


1946 December........ 123.2 149 .3a 91.0 105.8 121.0 90.5 100.3 66.9 94.5 81.2 
Annual average*| 113.2 127.7 91.0 99.2 110.9 87.5 98.7 66.9 94.5 88.6 

1947 March, eon). a. 124.8 152.3 91.0 108.2 124.4 92.0 101.4 66.8 94.4 80.1 
dune.) Gee ees 125.4 153.3 91.0 107.2 124.4 90.0 101.1 66.6 95.2 79.7 
Sulysacienrrrs ct 126.6 155.8 91.0 107.2 124.2 90.1 102.4 65.4 95.0 79.0 
Angistes yaaa tet 128.2 159.4 91.0 107.6 124.4 90.7 106.0 66.6 95.0 78.0 
September........| 130.2 164.6 91.0 108.4 124.3 92.4 106.5 66.7 95.0 76.8 
Octobericns tt. 130.9 163.6 94.5 108.9 125.0 92.8 107.1 66.8 95.0 76.4 
November........ 165.36 5 : : 75.9 


Percentage Changes 
+0.7 | /F1.0 0 | +0.8 Re +0.6 | +0.9 0 0 
+7.0 | +10.7 +3.8 +3.8 +4.3 +3.2 +7.8 0.1 +0.5 
1Rents surveyed Oct. 15 and Dec. 15, pe survey June 15. aBased on food prices for December 16, 1946. 

gas. 


*Includes fuel as well as electricity ani bBased on food prices for November 17, 1947. 
*Average of four quarterly indexes, pPreliminary. 


Oct. 1947 to Noy. 1947.. 
Dec. 1946 to Nov. 1947.. 
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Excerpts from Replies to Survey of 
Business Practices 


(See article on page 65) 


PRIMARY PRODUCTS 


Abrasives and Asbestos: Community Essay Contest 
Planned 


“No particular individual in our organization has full 
responsibility for a community relations program. All such 
matters pass through the hands of the general manager 
who delegates authority in specific instances. Local plant 
men have very little authority in formulating their own 
community relations policy.” 


* Se aie 


“Our five-point program embraces community mailings, 
community press relations, plant visitations, community 
advertising and community essay contests. The latter is 
to be launched this year. 

“In 1948 we plan to intensify our company-wide com- 
munity relations program. 

“The chairman of the board is directly responsible for 
the external relations of the company. The director of 
public relations, who reports to the vice president and as- 
sistant to the chairman, prepares community relations 
programs. 

“Local plant managers are responsible for the implemen- 
tation of the program in their respective communities. They 
submit monthly progress reports to the director of public 
relations who summarizes them for the chairman, the 
president and the vice president for relationships, who is 
responsible for employee relations. To provide for flexi- 
bility, to stimulate initiative and to permit as much de- 
centralization and local autonomy as possible, local plant 
men are encouraged to formulate their own community 
relations activities within the general framework of the 
basic policies and programs. 

“The company has always contributed rather heavily to 
local charities and has recently adopted the practice of 
matching contributions solicited from employees. Positions 
of responsibility in such local organizations as the YMCA, 
the Boy Scouts, and various church societies appear to be 
filled predominately by our employees. While some en- 
couragement is provided them by the company, it is likely 
that a stronger influence lies in the fact that several other 
local plants make the periodic rotation of supervisory and 
executive personnel among their various branches a regu- 
lar practice. Our employees, therefore, experience an un- 
usual degree of stability, and accordingly they constitute 
a large portion of the class normally attracted to participa- 
tion in community affairs.” 

* * * 


“At one time the company sponsored a nationwide radio 
broadcast intended to serve simultaneously as a promotional 
device benefiting the community in which the company is 
located. While highly successful in the latter respect, the 
product advertising was found to have been directed at an 
unprofitable market, and it was necessary to discontinue 
the program. The company’s trademark and nearly all its 
advertising material emphasizes the city’s outstanding land- 
mark. It is not certain, however, whether this fact is re- 
garded by local residents as the company’s contribution to 


the community or the community’s contribution to the 
company. 

“Over-all responsibility for community relations is with 
the company’s director of public relations, a membr of 
the president’s staff. In the one domestic division engag- 
ing in manufacturing activities, the division manager is 
given full authority for community relations, but he re- 
ceives functional assistance from the director of public 
relations. 

“The company is the largest employer in the city, and 
consequently there has always been considerable public 
interest in the company’s affairs. As a matter of policy, and 
largely for competitive reasons, information concerning 
many of the company’s activities has been, until recently, 
intentionally withheld from the public. Probably for that 
reason, much of the natural community interest found an 
outlet in the circulation of rumors and gossip. From time 
to time press releases were issued, largely for publicity or 
advertising purposes; but it cannot be said that they served 
other than indirectly to counteract the effect of damaging 
tumors. In the past year several such rumors, which had 
grown to rather alarming proportions, were effectively dissi- 
pated by pointedly directed press releases stating the true 
facts of the matters in question. Such measures, however, 
were defensive in nature and differ considerably from the 
preventive measures contemplated for the coming year. 

“Together with most companies today, we feel strongly 
our responsibility to our customers, our stockholders, our 
employees, and the community in which we reside. Our 
plans for the future encompass a program intended to keep 
both employees and the community fully informed as to 
the state of our business health and our major plans and 
policies. Significant progress in this direction has already 
been made, but further concentration to this end is neces- 
sary before we will have achieved the desired unity of 
purpose between the company and the community.” 


Nonferrous Metals and Products: Cooperative Radio 
Programs 


“We have never engaged in plant ‘onen house’ because 
of the construction of our mills, the types of equipment 
and machinery that are used and the nature of our prod- 
ucts. We gladly encourage visits on the part of interested 
persons, but do not regard it practical to entertain large 
groups, especially women and children. In this area we 
entered into a program of community advertising and a 
cooperative radio program during 1947 and this will be 
continued on an expanded scale during 1948.” 


Bot. ot, 


“No particular individual in this organization assumes full 
responsibility for a community relations program. The 
local press is free to, and does frequently, discuss such 
matters with top executives. Our industrial relations de- 
partment naturally is an important medium for informa- 
tion to the public. Our local plant executives are in close 
touch with their own communities and, subject to counsel 
from headquarters on important issues, are encouraged to 
develop stable and satisfactory community relations.” 
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“A public relations policy committee formulates policy. 
It reports to the company executive committee. A mem- 
ber of the committee who is in the industrial relations de- 
partment carries out policies and directs operations.” 


Petroleum and Products: Community Plant Adver- 
tising Planned 


“We are planning some community plant advertising and 
other activities for the coming year. We have had no open 
houses in manufacturing plants. We have opened our 
office building to yearly inspection tours in cooperation with 
the local chamber of commerce activities. At present we 
are doing no plant-city advertising. Local news releases 
are made when requested by managers and supervisors in 
the field, subject of course to editing by the public relations 
department. We have had no cooperative radio programs 
in the sense of employee-management programs. We have 
devoted a part of our radio time to cooperative movements. 
Certain community leaders are placed on the mailing list 
to receive such things as house organs and annual reports, 
usually at their own request. An employee indoctrination 
plan has been set up by the employee relations department 
and will be in full operation within the next sixty to ninety 
days. Certain social and civic club memberships which are 
held by executives are paid for by the company.” 


* * * 


“Community relations are the responsibility primarily of 
our various sales field and refinery managers. In each of 
our sales field offices is an advertising and public relations 
representative who makes community affairs an important 
part of his duties. General office executives and our public 
relations department also follow community activities and 
frequently take part in them.” 


* * * 


“The company maintains an active publicity program 
through which items of public interest are sent to the press 
in the areas concerned. This is particularly true in the case 
of promotions, for we always make it a point to try to 
have a promotion mentioned in the home-town paper of 
the person concerned. An executive vice president of the 
company has full responsibility for all public relations. 
Local plant men have authority to formulate their own 
community relations activity under the general policies of 
the company.” 


Steel: Cooperate with Other Industries 


“The companies in this district have set up a corporation 
to supply factual information of a general nature, through 
proper channels, to all of the people in this district. The 
work is just getting under way and we look forward to its 
accomplishing a lot of good. This company has had for 
many years an excellent male chorus, comprised entirely 
of employees. During the past year, the chorus has made 
nineteen public appearances.” 


* + 9% 


“In 1947 we had an open house at our plant which was 
attended by almost 24,000 people. In 1948, we have ten- 
tative plans to send out periodic letters to ‘thought leaders’ 
in the area surrounding our plant. These letters will be 
signed by our president and will discuss various things that 
the company is doing to improve production facilities, attain 
sales goals, and to increase employment. They may even 
discuss broad problems that the company is facing. Our 
plant executives and subordinates are encouraged to par- 
ticipate in community affairs and organizations such as the 
community fund, Red Cross, YMCA, youth councils, 


schools and other industrial and community civic or- 
ganizations. The company furnishes poll watchers at city 
elections and conducts numerous sports rallies in the area. 


* * * 


“Executives participate in radio round table discussions 
on subjects of vital interest to the community.” 


METAL MANUFACTURES 


Automobiles and Equipment: Local Industrial Executive 
Group Organized 


“The corporation’s general policy is to have the plant 
managers in plant cities participate sensibly in civic affairs, 
make proper contributions for the corporation (with the ad- 
vice and consent of the central office) to proper charitable 
affairs and otherwise to deport themselves as the central 
office does in the headquarters city.” 


* * * 


“Our senior executives rotate as directors of the local 
chamber of commerce, and our junior executives rotate as 
executives of the junior chamber of commerce. 


“A local activity of great importance is the industrial 
executive group. This group was originally started as a 
foremen’s group about twenty years ago. It is really an 
organization of industrial executives of all types in this 
community, and has a membership of more than 600. Each 
monthly meeting (with the exception of July and August) 
is attended by a minimum of 500 which is about the seat- 
ing capacity of the dining room at the state college where 
these meetings are held. Executives of all types engage 
in the activities and rotate as officers and program commit- 
tee members as well as chairmen of that committee. These 
meetings are highly educational and offer an excellent op- 
portunity for spreading the American enterprise system to 
this group of key men. 

“The responsibility for participating in these community 
relations rests with the president, the vice president-secre- 
tary and the personnel director. Other executives are dele- 
gated by these men to participate. Each one when attend- 
ing meetings has authority to make agreements for the 
company to cooperate with other manufacturers and other 
types of business organizations within the community.” 


* * * 


“During 1948 the stress will be on the economic ideas of 
the American enterprise system. The present trend is to 
have one person in a staff position coordinate and promote 
activities and policies. Everyone in the organization, how- 
ever, participates in carrying out the program. Plant mana- 
gers have the responsibility for administering local com- 
munity relations activities, with guidance from stated 
policies and procedures and assistance from staff people.” 

* * * 


“In the larger cities our representatives participate in 
meetings of service clubs, Community Chest drives and 
other activities of a similar nature. However, it is question- 
able whether this participation is to the same degree and 
produces as much benefit as in the smaller cities. We do 
not have any particular individual responsibility for com- 
munity relations; that is left pretty much to the discretion of 


the local manager.” 
* * * 


“Our company does not have a public relations depart- 
ment nor do we set up a specific public relations program 
for any year. We handle any matters of this nature in the 
manner that seems best suited at the time a specific prob- 
lem arises. We do not feel that the size of our organization 
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permits a full-time activity in public relations and we rely 
on the various executives of our company to use their best 
judgment in matters of this sort. 


“Tt has been our policy to encourage plant executives to 
participate in community affairs. A number of our people 
are active in fund drives such as the Red Cross and Com- 
munity Chest. We maintain memberships in service clubs 
and commercial clubs, as well as local chapters of technical 
organizations. We also encourage our executives and sub- 
ordinates to cultivate friendships in industrial plants in our 
area and foster an interchange of information between or- 
ganizations.” 


Electrical Appliances: Sponsored City’s Centennial 


“Public relations and publicity programs are the charge 
of one individual who reports directly to the director of 
advertising and public relations. In addition, we have out- 
side public relations counsels who give us assistance in re- 
leasing national and local information of interest.” 


* * * 


“Our city recently celebrated its centennial. The program 
was completely formulated by men from our plant, but 
the entire community participated.” 


* * 


“We have recently adopted a policy of keeping in close 
touch with the businessmen of our community and have at- 
tempted to advise them of company policy by meeting 
with them at various meetings, both at the company and 
at local meetings such as the Rotary club, etc. Our plans 
call for increasing this activity in 1948. To keep the 
community informed of company activities, we have placed 
the local businessmen on the mailing list to receive our 
house organ.” 


Electrical Supplies: No Forma! Program 


“Our business has been established in this community 
for a period of sixty years, so that the company is gener- 
ally well-known and favorably regarded in the local com- 
munity. It is reasonable to assume that the announced 
objective of a public relations program in the local com- 
munity would be for the purpose of telling people about 
the contributions of the business to the community and 
also making it possible to readily obtain desirable employees. 
These desired results have been obtained as a result of the 
general policies followed over a period of years. We do not 
assign a community relations program as such to any one 
individual or executive; in fact, the responsibilities, if they 
may be so designated, are shared among our executive per- 


sonnel.” 
* * + 


“We have excellent relationship with the local paper and 
arrange publicity on all major items affecting our employees 
and the community. Our report to stockholders is printed 
verbatim. We have also made it a policy to notify all our 
employees by letters to their homes before any major gen- 
eral announcements are made. Usually prior to any such 
general announcement we get our main supervisory group 
together and read the type of letter we are sending to the 
home and tell them the policy back of it so that they can 
answer any questions. We believe our employees should 
hear the story direct from us and not from hearsay or news- 
paper publicity. We believe that the responsibility of com- 
munity relations problems rests with top management and 
our executive committee formulates the policy. They all 
work at the plant and have their homes here so that they 
are cognizant of the community needs. To our minds a 


sound community relations program is most essential to 
the real success of a company.” 


Electrical Machinery: Performance Counts 


“In general, we have not had a very active community 
relations program. We take very little specific action toward 
keeping our community informed regarding company policy 
and activities. No departure from this procedure is planned 
for 1948. To the extent that we are known locally, it appears 
that we are favorably known. This is attributable, I be- 
lieve, not to any conscious effort to attract favorable at- 
tention but to a conscientious effort to handle various 
situations with due regard for the responsibilities a company 
has toward its community and employees. 


“For example, our primary policy is stabilized employ- 
ment. We have not fired anyone for lack of work since 
early 1930. Our policy on pay is to try to do a little better 
than the going rate and to pay bonuses in addition, in ac- 
cordance with the company’s varying financial results. We 
provide off-the-street parking for employees and off-the- 
street space for loading and unloading trucks, which in our 
congested industrial area is no insignificant accomplish- 
ment. It happens that the nature of our business is such 
that we do not commit any of the well-known industrial 
nuisances involving noise, odors, waste products, etc. With- 
out wanting to appear smug, we believe there are certain 
fortunate aspects of our situation that make it unnecessary 
for us to have the usual community relations program.” 


* * * 


“Our general policy has been to have some of our men 
tie in with most of the activities in the various cities. For 
instance in a large city we tie in with engineering societies, 
the chamber of commerce, the community fund drive, hos- 
pital funds, and various industry association. Besides this, 
we have releases to the papers at various times throughout 
the year when we have departures from our routine which 
could be considered news. These would be such things as 
our Christmas party for employees, open house, annual 
report, stockholders’ meeting, plant expansions, financing, 
etc. 

“In other words, we try to keep the public advised as to 
what we mean to their community. We feel it advisable to 
have open house in plants from time to time and we prepare 
a booklet to be used in connection with these affairs. The 
plant manager is the only official of the company whose 
picture is in this pamphlet, as our attempt is to build up 
the head of this operation so that the whole community 
will look to him as personifying the company. At no time 
do we try the educational or free enterprise type of adver- 
tising or take any of our internal problems to the news- 
papers.” 

* * * 

“We do nothing to keep the community informed re- 
garding our policies and activities. We do not have plant 
open houses or do any local institutional advertising. We 
write periodical letters to our employees, mailing them di- 
rectly to their homes. These letters are of a general nature 
explaining the effects of national and international events 
on our company. We know these letters are read at home 
and are discussed by the family and often among friends 
of the employees. Several of our employees belong to the 
local chamber of commerce, with dues paid by the company. 
We have discussed pursuing a more aggressive policy on 
community information and relations but believe that the 
best advertising is having satisfied and happy employees 
who by word of mouth promote more good will and good 
feeling than can be gained by any other method.” 
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“A number of our plants distribute the weekly issues of 
the employees’ newspaper regularly to community leaders 
and from time to time make mailings of other company 
publications, such as stockholders’ quarterlies.” 


Le a Ne 


“Tn 1948 we expect to follow a much more specific pro- 
gram of keeping the community informed. Responsibility 
has just been transferred from our advertising department 
to our personnel department. We are a comparatively small 
company in a very large community and we do not con- 
template a vigorous program. But we expect through news 
releases to the newspapers to provide worth-while news 
items concerning our company and its activities. Our policy 
is to encourage participation in community associations, 
particularly professional groups. For example, this com- 
pany maintains a reasonable number of menberships in the 
chamber of commerce for its officers, our traffic manager is 
a member of the traffic club, our’ personnel director is a 
member of the personnel association, our advertising mana- 
ger of the advertising club, and so on through our organiza- 
tion. In addition, a high percentage of our engineers belong 
to the appropriate engineering groups affiliated with a na- 
tional organization. Our engineers make talks, usually to 
technical groups. We believe quite strongly that good com- 
munity relations are as important as good employee rela- 
tions. A great deal of our community relations work will 
be directed toward building and strengthening family rela- 
tions, a work which we believe have a very important 
effect upon our employee relations.” 


Industrial Machinery—General: Letters to Employees’ 
Homes 


“We have always enjoyed good relations with the local 
press. However, in the past we have not taken full ad- 
vantage of this medium and it is our intention to exploit 
these readily available media to the fullest possible extent. 
We believe that employees, as well as the residents of the 
community in which we operate, like to see their company’s 
name in print and no doubt call the attention of their 
friends and neighbors to such items. We are cooperating 
with the Veterans Administration by conducting an appren- 
tice draftsman training program, as well as effecting our 
own apprentice training program in the various trades 
commensurate with our business. We have also recently 
introduced a supervisory training program. In order to 
familiarize our employees with the Labor Management Re- 
lations Act of 1947, we have been mailing to the home of 
each employee a series of letters discussing this law. Our 
company cafeteria is frequently made available to certain 
local, national, and professional associations for periodic 
dinner meetings. We have recently had developed for our 
use a moving picture which is being used by one of our 
divisions to tell the story of the industry to various business, 
professional, engineering, and other interested organizations. 
It is planned to extend this medium to other activities of 
the corporation.” 


* * * 


“We send our annual report to a number of neighbors, 
friends and investment houses in addition to our stock- 
holders. We have considered publicity releases to the news- 
papers and even advertising, but bumped up against the 
relative lack of publicity value in the doings of a com- 
pany as small as ours (between 500 and 750 employees, 
depending on volume). We do not place the responsibility 
on a particular individual for a community relations pro- 
gram. Our officers meet at regular intervals, discuss our 
participation in events and meetings, and decide upon our 
company’s appropriate share in such activities. We aim 


to remember our public responsibilities in these connections 
and believe that the over-all result is to do more than our 
share in this direction. Our efforts are really based on the 
somewhat old-fashioned concept of ‘doing our part’ rather 
than the more studied showmanship which a present-day 
public relations program involves.” 


* * * 


“Tt has always seemed to us that the most successful 
practice has been the direct mailing of information to the 
homes of the employees and to others in the community.” 


et, ee 


“We give publicity only to receipt of substantial con- 
tracts and then only if the customer is willing that the pub- 
licity be given. We give no publicity to any of our em- 
ployee activities, our company being comparatively small, 
employing at the present time about 700 persons. We feel 
that what is done for our employees is a matter that 
should be kept within the company family.” 


a a 2 


“Our plant executives and their subordinates are very 
active in community affairs. They are represented on our 
hospital board, City Council, school board, Red Cross, In- 
fantile Paralysis Foundation, Boy Scouts, etc. We have 
found that our relations with our employees tend to be 
pretty much our community relations, too. What a satis- 
fied worker tells his neighbors, his friends and club mem- 
bers about the company for which he works is more im- 
portant than most news releases which the company 
could issue. When an employee passes the word that our 
plant is a good place in which to work, it carries much 
more weight than if we say so in the newspapers or by 
the radio.” 


Instruments and Controls: News Releases Emphasized 


“Our company’s activities include: (a) releases to metro- 
politan newspapers and to the chamber of commerce maga- 
zine, and occasional releases to metropolitan newspapers in 
cities where we have district sales offices; (b) releases to 
a rather large number of local weekly newspapers pub- 
lished in neighborhoods where our employees live; (c) 
occasional participation in local exhibits (product display, 
photographic, etc.); (d) occasional service-type advertise- 
ments in certain carefully selected technical publications 
published by local chapters of engineering or scientific or- 
ganizations with which company personnel is affiliated. 

“Topics publicized by means of (a) and (b) include: 
employer- and employee-sponsored community projects, 
such as gifts for hospitalized veterans, blood donor contri- 
butions, voluntary inoculations at company expense, etc.; 
awards or honors conferred on members of our organiza- 
tion; important changes in company personnel, or in our 
physical plant; company policy as reflected by the granting of 
extra holidays, special privileges, etc.; company-wide din- 
ner meetings of news significance to the community; 
speeches by company personnel before local organizations. 


a 


“We have one individual heading our community rela- 
tions program; it probably is the director of public rela- 
tions. He serves pretty much as a go-between for various 
organizations in the city and the officers of this company. 
Several of our top officers, including the president and ex- 
ecutive vice president, keep in close touch with community 
affairs and it is they who encourage other officers to par- 
ticipate in such activities as the Community Chest.” 
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Machine Tools: Annual Report Widely Distributed 


“Well-informed employees can do a great deal of good 
by discussing ‘their’ company with their neighbors. We have 
been working on this premise since we moved into our new 
location in 1942. 


“The program will be slightly expanded during 1948 by 
more activity on plant visitations and through a fully or- 
ganized public-speaking program. While the war period 
curtailed many of our activities along this line, we are also 
planning a large-scaled open house reception in the sum- 
mer in connection with which we are considering the ad- 
stint of inviting those from the neighborhood of our 
plant. 


* * * 


“We use local news releases to the three newspapers in 
this city and to the radio stations. Any material given to 
our employees or stockholders which we think would be of 
value to those outside our organization are usually given 
a widespread mailing. This is particularly true in connec- 
tion with our annual report which is mailed to high school 
principals, school business classes, banks, the clergy, all 
city officials and members of municipal committees, other 
industries, individual newspaper workers, and neighborhood 
enterprises including even the barber shops in the area. 

“Our community relations program is under the direct 
supervision of the president’s office and is activated by the 
public relations division. Our theory is that good public 
relations start at home but that it is necessary occasionally 
to keep the general public informed about them. 


“We believe very strongly that the best way for a com- 
pany to make a good name for itself in its community is 
to have a group of loyal, satisfied employees who tell their 
relatives and friends and neighbors what a fine company they 
are working for. To my mind, there is no substitute for this.” 


* * * 


“We have no community relations program. We do not 
want the publicity which might result from one. Our ob- 
jective is to tend to our knitting, to offer good jobs to as 
many men and women as possible, to be good neighbors and 
to shoulder at least our share of civic responsibilities. We 
have never had any labor difficulties. We have reason to 
believe we enjoy the respect of our community, and we 
shall continue to do the best job we can as quietly and in- 
conspicuously as possible.” 


Ce, Dee | 


“Employee education is an item which we thoroughly be- 
lieve in. Our plant newspaper, mailed to employees’ homes 
each month, is our chief medium. Occasionally, additional 
mailings are made, with a covering letter from an officer 
of the company. Another phase of employee education re- 
lates to our training course for regular apprentices and 
technical apprentices. Classroom instruction for these groups 
is carried on by agreement with one of our local technical 
colleges. 


“Participation in community affairs is one of the ad- 
mitted functions of our executive group. Service on the 
trustee boards, boards of directors, and executive commit- 
tees of civic institutions, charitable organizations, and co- 
operating groups is encouraged, within reason. The demand 
for such volunteer service invariably exceeds the available 
time which an executive can or should devote to such extra- 


corporate activity.” 
* * * 


“Our plant is located in a large city with a population 
of about 500,000 people. It is not so easy to keep such a 
community informed about the policies of our company.” 


Machinery—Special Industrial: 
for Community Affairs 


Speakers Furnished 


“We use every medium available in keeping our em- 
ployees informed regarding company practices and _ activi- 
ties. Specifically, we use the three local daily newspapers 
and the forty-odd weekly papers in the community, both 
for advertising and news releases. Our advertising schedule 
is not great, consisting of a quarter to half-page at Christmas 
and Mother’s Day and the use of other space as any emer- 
gency may require. The latter would include advertising 
during a strike. 

“We provide the five radio stations in this community 
with news releases, just as we do the newspapers. We also 
sponsor certain local broadcasts. Announcements are care- 
fully written to bring news of company matters to em- 
ployees and their neighbors and to praise individuals and 
community organizations for their activities in the com- 
munity. These announcements also include, whenever prac- 
ticable, a boost for the competitive business system. 


“The company is always eager to provide a speaker for 
any group wishing a program. Speakers are kept informed 
of company matters through all regular channels, and, in 
addition, are provided several times a year with a speakers’ 
letter, ‘ . . . from one speaker to another . . .’, in which 
are given outlines of talks given by employees. 


“Another method of serving those requesting help on pro- 
grams is to provide them with a projector, operator and 
sound-color motion pictures. The films may be had with or 
without a speaker, and the operator many times runs films 
which are not the company’s pictures. 


“All employees are encouraged to take part in community 
affairs. A letter from the president some time ago urged 
supervision to give careful attention to requests from em- 
ployees for time to attend to such things as Community 
Chest drives and similar activities, granting them when, in 
their judgment, this could be done without seriously inter- 
fering with company business.” 


* * * 


“Since we are a small company with 150 employees, lo- 
cated in a high population area, we have no active policy on 


community relations.” 
* * * 


“Several innovations have been made that are worthy of 
mention. One of our most successful community projects 
is the year-round scheduling of concerts free of charge to 
those communities wishing to hear our employees’ band 
or chorus. 


“The band has played to over 100,000 people and traveled 
about 8,000 miles since its beginning five years ago. The 
chorus has more than equaled the audience estimate and 
their travels have been more frequent than that of the 
band. The groups average at least one concert a month 
throughout the year and have proved excellent in building 
community and employee relations. 

“Another factor that has gained considerable good will is 
the acceptance of our speakers bureau of management 
personnel who, on request, speak to groups concerning 
company history and their respective professional experi- 
ences. Several persons teach at universities and in high 
school evening divisions, and each year we are called upon 
to furnish forum speakers for senior students wishing in- 
formation on industrial work as a profession. 

“The company has sponsored several radio programs 
throughout the year, not in the form of advertising for 
commercial purposes but as a community interest. Typical 
of this type of sponsorship was a broadcast to London, 
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England, from the stage of one of our local high schools 
last year. This program was in cooperation with the public 
schools, the radio station and BBC in New York. It was 
modeled after the ‘Town Meeting of the Air.’ The 45- 
minute broadcast was live, and the first program of its type 
to originate out of this city. Another typical project was a 
15-minute spot, Christmas afternoon, over a local radio sta- 
tion using a transcribed show produced in Hollywood. 


“The community relations program for this plant is 
under the supervision of the manager of community rela- 
tions. Much of the responsibility rests with him. On mat- 
ters of important nature on which counsel seems advisable, 
he seeks advice from the president’s office as to the final 
planning of the program.” 


Office Equipment: Provides Recreation Facilities 


“The community relations department coordinates all 
company activities relating to community life. For in- 
stance, one of its first objectives was a comprehensive fiscal 
program for the community. The company was represented 
on the district development committee, organized to cope 
with the community’s financial problem and with other 
pressing municipal problems and to stimulate community 
spirit and organization through crystalization of public 
opinion. The company maintains an extensive recreational 
area, comprising a large swimming pool, boating facilities, 
athletic fields, and picnic areas. While they are primarily 
for employees and their families, they also serve an appre- 
ciable segment.of the community through liberal guest 
privileges. Every Saturday morning a children’s program 
is held for all the children in town. Entertainment and gifts 
are included and the auditorium, which holds 2,500, is al- 
ways filled. The show is given in our auditorium, which 
is often made available for public gatherings of all kinds. 
Every high school class that has graduated for many years 
has held its commencement exercises in our auditorium. 


“Tt is our plan, just as soon as we can get some of the 
equipment made, to put it on display and have an open 
house which will show the community what we are doing, 
how we are doing it, why, and to whom it goes. This applies 
also to our own employees who will see it first. We have 
one man who is supposed to have charge of this particular 
activity, although he is influenced somewhat by the vari- 
ous executives in the company, particularly with reference 
to what goes into our publication. and he has a rather lim- 
ited authority.” 

* ad * 

“Our community relations program is under the guidance 
of a man whose responsibilities are centralized in this field. 
We feel that community relations, as such, have paid big 
dividends—after all, our entire stake is in the community 
we are located in, and all of our employees in the factory 
and office live here. It is very much to our interest to sup- 
port worth-while community programs, city and county 
undertakings, and city and district-wide programs of pub- 
lic works and improvements, such as was incorporated in the 
district development committee, whose activities were re- 
sponsible for the establishment of bond issues to the extent 
of $18 million for the community. The writer was chair- 
man of the community relations committee of our develop- 
ment committee.” 

* * * 

“In communities where we have a large concentration of 
personnel, we have a standard operating procedure for re- 
leasing news on items of interest and for inviting members 
of the press having specific questions to visit us at their 
convenience so that they will have a complete and unpreju- 
diced story of any given situation. We plan to intensify a 
little the release of news concerning both our activities and 


personnel. We have found that telling the entire story in- 
variably pays the highest dividends. Our works managers 
in each of our principal manufacturing communities have 
been delegated wide authority in formulating their own 
community relations policies. These, of course, are patterned 
after certain basic company policies, but the operation of 
the program is a responsibility of our local manager.” 


* * * 


“The company keeps the communities fully informed 
on company policies, progress and profits through every 
conceivable information device with the sole exception of a 
sponsored radio program. This includes not only press 
releases and paid advertisements, but a selective ‘merchan- 
dising’ of all public relations material to a hand-picked list 
of about 200 civic leaders in various walks of life. We even 
put these people on our mailing list to receive the employees’ 
magazine. A particular individual is responsible for our 
community relations program. He is our public relations 
director, and reports directly to the president. Actually, 
most top officials—especially the company’s personnel di- 
rector—give community relations similar top billing in 
their daily thinking and schedules. Good community rela- 
tions are 90% good internal employee relations. If we are 
healthy and sound internally, we are certain that this will 
be reflected out in the community among the families and 
other people who are close to our workers. If the internal 
program is not good, no amount of paid advertising, char- 
ity hoopla or anything else will have any substantial effect. 
On the other hand, it is necessary to supplement the internal 
program with a conscious effort at community relations— 
and this we have done.” 


Railroad Equipment: 
centralized 


“Our company has no formal plan for informing the 
local communities regarding company policies and activities. 
We do, however, furnish the newspapers with accurate in- 
formation whenever a newsworthy event is in prospect or 
has occurred, Plans for 1948 do not represent a departure 
from the 1947 program as yet, but we are not proud of 
our success along this line at the present time.” 

* * * 


Community Relations De- 


“Our company has for some years carried on a program 
of community relations in the various plant towns in which 
it operates. The program has been kept sufficiently flexi- 
ble to meet changing situations. Through close liaison be- 
tween plant managers, members of an outside public re- 
lations counsel, and local newspaper staffs, the company 
has kept employees as well as citizens informed on oper- 
ations and developments within the plants. New orders 
are publicized, plant managers and other employees take 
an active part in community affairs and an effort is made 
to make the plant an integral part of the city’s daily life. 
Since in several of the communities in which the company 
operates, its plant represents the largest, or one of the 
largest, local plants, the relationship between operations of 
the plant and economic and social welfare of the community 
is very direct. Cooperation between the individual plants 
and their communities is an important part of the com- 
pany’s 1948 program. 

“Where radio facilities are available, radio programs of 
community interest have been sponsored. A good example of 
this goodwill sponsorship was the cooperation with other 
local firms this season to bring play-by-play accounts of all 
football games of the local university to the community in 
which our main plant is located. An example of plant- 
community cooperation has been the donation of land and 
equipment for community purposes.” 
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“We have had some success in plant open houses, at 
one time inviting all of the employees’ families and even 
the state legislators, which was extremely successful. 

“T feel that in a small community we have much more 
opportunity of being close to the men and the community 
than would be the case in a larger city.” 

* * * 


“We do not have open house, but we do have our high 
school and other classes visiting our plant from time to 
time. We are cooperating with the schools in that respect.” 


OTHER MANUFACTURES 
Chemicals: News Releases Used Extensively 


“We do not have any completely formulated plans for 
keeping the communities where we have plants informed 
about company policies and activities but we do from time 
to time arrange to have articles published in the local paper, 
which we have found are better if written by us rather than 
left to the staff of the newspaper. Our plans for 1948 are 
not much different from 1947 except that we are more con- 
scious of the advantage of articles about the company and 
will have this point of view constantly in mind. We do not 
at present have any one individual in charge of our com- 
munity relations program but we are beginning to think 
we should. The president does a good deal of this work: 
some is done by the vice president and sales manager and 
his staff; and quite a good deal is done by the head of our 
personnel department. We have two plants and at the 
present time we give them both a rather free hand in for- 
mulating their own community relations policies although 
they know our theories here and usually follow the same 
lines.” 

* * x 

“Our approach to the community is largely through the 
employees, their families and friends. We have a program 
of employee information designed to spread understanding 
of the company’s practices and policies throughout the 
employee group, through the company magazine, newslet- 
ters, information to plant newspapers, etc. Some use is 
made of bulletin boards although this is not as yet fully 
developed. Our secondary approach to the community is 
through establishing cordial and workable contacts between 
plant management and the local newspapers. An extension 
of 1947 practices is planned for 1948 with no significant 
departures expected. Responsibility for community rela- 
tions work in our company is with plant management. The 
community relations division of the public relations depart- 
ment acts in a service and advisory capacity to the several 
plant managements, providing material, information and 
counsel.” 

* * * 

“We believe that our plants should be properly run, our 
employees should be reasonably happy and well satisfied 
with their jobs, our people should take part in community 
activity as their consciences dictate—that’s our ‘public rela- 
tions program,’ if you choose to call it that.” 


* * * 


“Whenever we have a new product which we expect will 
enjoy distribution to households, we tell the story of the 
product in paid advertisements in the local papers. This is 
not so much because we look on our city as a test terri- 
tory as to keep our friends informed of the new things we 
are attempting to do. The practice that has proved most 
successful in the past is most certainly the development of 
close cooperation with the local newspapers so that they 
tell the story of company policies and activities editorially 
rather than through paid advertisements.” 


“Our company is a rather small organization in a very 
large city. For this reason, we have never considered it 
worth while to spend any real effort in trying to tell our 
story to the large city population. It would be an expen- 
sive undertaking for a small business, and we do not think 
it would be of any great value to our particular business or 
to the community as a whole.” 


* * * 


“Because of the effect of community attitudes on em- 
ployees’ morale, we regularly publicize company and 
employee activities in the local press, radio and any other 
channels of communication which may be open to us. 
To illustrate, during the past three months our local news- 
paper has carried picture stories prepared by our publicity 
department on a number of company and employee activi- 
ties, such as the presentation of a $500 check for a sug- 
tion made by an employee, concerts given by our band and 
girls’ chorus, sales meetings in which our plant executives 
and men from the field were involved, an award of tennis 
trophies, the company picnic, breaking ground for our new 
research and development building, etc. We believe that the 
cumulative effect of stories like these, read by practically 
everybody in the community, is to present an attractive 
picture of the company, to emphasize its importance to the 
community, and to bolster the idea that it is a good place 
to work. We are currently participating in a local radio 
operation which consists of a series: of half-hour programs, 
each covering the historical highlights and growth of a 
leading local firm. No one individual is responsible for our 
community relations program. Our president is chairman 
of the public relations committee, members of which include 
the executive vice president, economist, personnel head, and 
representatives of the sales and advertising departments. 

“This committee determines the policy for the entire pub- 
lic relations operation which, of course, includes community 
relations. An operating committee carries on the program. 
This committee counsels with all department heads who 
have any contact with the public. In the past our public 
relations operations have been carried on rather informally. 
Because we have grown considerably in recent years, we 
have felt it necessary to organize our operations to a greater 
extent. Our basic idea, however, remains the same and that 
is simply to make friends with the people who buy our 
products, those who supply us with raw materials, the people 
in this community and with all groups whose feeling about 
the company is important to our success.” 

* * * 


“We are starting a new internal-external house organ to 
keep the company personnel informed of our policies and 
activities. We believe that this information should start 
with our own employees and radiate outward. Also, some 
of the external circulation that we plan to give this pub- 
lication will tend to keep our immediate community in- 
formed of our activities. This is brand new. In the past 
we have used an internal house organ of limited circulation 
which did an incomplete job. For many years we have 
sponsored and operated a very active Boy Scout troop 
and cub pack. The company has gotten behind these groups, 
both financially and with man power.” 

* * * 


“Public relations with the communities in which our 
plants are located are handled through the director of pub- 
lic relations, who operates through the plant managers and 
industrial relations managers at our various plants.” 

* * * 


“When we opened our new headquarters building, we had 
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a week-long series of official ceremonies to which the public 
was invited, each day being dedicated to some specific 
group, such as druggists, suppliers, etc.” 


Food Products: Campaign on Cost of Living Planned 


“We are located on the edge of one of the most heavily 
populated districts in this city and we have little or no 


community activities.” 
* * * 


‘We have had one open house and plan another some- 
time during 1948. These open houses are aimed at our 
employees and their families and friends, although we do 
invite local storekeepers and our immediate neighbors.” 


* * * 


“As a general policy our subsidiaries keep communities in 
which they operate informed on policies and activities. This 
varies, of course, since our subsidiaries exercise full initiative 
in their operations. Plans for 1948 represent a departure 
from 1947 in that we are conducting a public information 
campaign in national magazines on what we are doing to 
keep the cost of living down. The community relations pro- 
grams usually stem from the top executive. In this he is 
aided by our consumer service representative and public 
relations director. Our local plant men have complete 
authority for formulating their own community relations 

e ” 
policy. idctale 

“Several of our company executives live in the village. 
Our executive vice president is mayor and one of our other 
key men is on the school board. Several of our people are 
active in Boy Scouts and Girl Scouts. A community center 
is being built and the committee is composed largely of our 

” 
own people. es ag 

“Unlike many corporations which operate large plants in 
relatively few communities, we have hundreds of plants 
ranging from a few large ones down to. many small ones 
which are located in small cities and rural communities. 
Inasmuch as we are in many lines of business and our 
plants reflect local conditions, as well as the nature of the 
business, it is impossible to follow a uniform policy in com- 
munity relations. Plant-city advertising has been carried 
on on a limited scale. Local management is encouraged to 
keep the press informed on local activities and to be help- 
ful in answering inquiries about the company. Community 
mailings have been carried on on a rather sizable scale, and 
there have been a few cooperative radio programs. The 
company’s annual report is the chief document which is 
mailed locally but special publications which seem to carry 
public interest are also released in this manner. In one 
case, a company house organ in a small town became the 
community’s chief medium of keeping posted on boys in 


the service.” 
* * * 


“Up to the latter months of 1947, we had formulated no 
organized or specific community relations program. The 
extent of our activity in this field had been confined to a 
joint program of the industries in our community which 
took the form of paid ads carefully designed. The general 
tone of the program was one of presenting to the commu- 
nity historical facts and backgrounds behind each industry 
while deemphasizing the product. The program extended 
over a two-year period. In its latter part it took the form 
of interesting information about the town’s schools, 
churches, various organizations, etc. It was well received. 
Our present program of paid ads, which is a continuing one, 


is largely one of passing along basic and interesting informa- 
tion to the public, with the secondary objective of letting 
our employees ‘read over the shoulder of the public’ some 
of the information concerning the plant and their jobs. The 
program highlights the source of basic raw materials, the 
distribution of finished products, services within the plant, 
such as hospital and medical, employee benefit plans, ete. 
Our company issues periodically to the principal people in 
the field of foods a pamphlet of information about our 
products, such as standard recipes, holiday recipes, available 
displays and services. We have expanded this mailing to 
cover our employees and principal citizens at their homes. 
Our recently instituted service award plan, accompanied by 
the formation of a Quarter Century club, had a public 
relations impact beyond anything anticipated by us. The 
principal objective of the program, of course, was not pub- 
lic relations, but favorable comments we received from the 
community show us that such a plan can be of tremendous 
value in creating favorable community opinion. 


“We have in process now a complete revision and en- 
largement of our employees’ handbook. The new handbook 
is being developed along pretty inclusive lines and is being 
made as attractive as possible. It is our plan to distribute 
the handbook throughout the town to the principal inter- 
ested people and organizations, such as lawyers, service 
clubs, ministers, doctors, educators, librarians, etc. This 
distribution is, of course, for public relations and public 
information purposes. It is a little early to judge exactly 
the response to our community relations program. From 
initial indications it would appear that we are extending our 
efforts in the right direction. We have not laid out a long- 
term cut and dried program, but rather are proceeding on 
the basis of designing our program as we go.” : 


Bice ty ot 


“Family parties are held approximately once a year in 
the various plants and branches. Some of these parties are 
in the nature of open houses where the general public is 
invited, but most of them are for the principal purpose of 
improving relations with the company ‘family,’ as well as 
their friends and relatives. We issue local news releases on 
events occurring in local plants. In addition, national news 
releases are issued by our local managers and in many cases 
these releases are designed to quote the local manager. Let- 
ters, company publications, and films are used as media for 
communicating with employees. Copies of annual reports 
to shareholders, special reports to employees, special adver- 
tisements, ete., are circulated to leaders in the community. 
Films are distributed and shown to groups in the commu- 
nity by local managers and other key men. Speeches by 
key men before local organizations are considered a valuable 
means of public relations in the community, and we pro- 
vide material for such talks. Membership of managers and 
other key men in local organizations is also encouraged.” 


Lumber and Products: House Organ Widely Mailed 


“We have no set program of community relations. Our 
policy has always been to have our people in the commu- 
nities in which we operate identify themselves as a definite 
element in each such community.” 

* *& * 

“We carry advertisements in all the local newspapers in 
the area in which we operate. Our house organ is sent to 
many of the local businessmen in our communities. 

“We have a public and industrial relations department 
under the direction of one man. On his staff is the editor 
of our house organ, the director of recreational activity, and 
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the director of company personnel. This department has 
full responsibility for our public relations program. Our 
program of public relations is developed through consulta- 
tion and constant contact with our plant managers.” 


Paper and Products: Educational Films Shown 


“For a number of years the company has endeavored to 
keep its communities informed through its employees. We 
are of the belief that satisfied employees are the best sales- 
men for a company. During 1948, we are considering at 
least going a little further along this line by showing the 
communities that it is a good company, contributes to the 
general welfare of the community through its payroll and 
offers security of employment. Our monthly company maga- 
zine is sent to a number of the local physicians, educators, 
ministers, etc., to keep them aware of what is happening 
within the company and with the hope that they will show 
it to others. Two of our divisions have very complete voca- 
tional training sections under the industrial relations de- 
partment. Their activities cover supervisors as well as 
workers and teach a number of courses, including a suc- 
cessful one on company policies. At each of our three divi- 
sions the division manager has assigned the responsibility 
for community and public relations to one of his top level 
subordinates. This division man, with the approval of his 
division manager, has full authority to take care of those 
matters which are routine in nature and which affect only 


his particular division.” 
* * * 


“We keep the community informed through news pub- 
licity (newspaper and radio) ; a house organ larger and more 
extensive than most and which keeps continuously in mind 
the interest of the community, both from a content and 
circulation approach; meetings with community groups and 
service clubs on all manner of topics; physical (manpower) 
help and counseling in community welfare moves; an aware- 
ness or anticipation of national trends and developments as 
they must be locally interpreted. If 1948 plans represent a 
departure from those of 1947, it will only be in additional 
vigor. Initially most of these programs were handled di- 
rectly by our industrial relations program within broad 
limits determined by our executive committee.” 


+ Mt 


“Tt is our practice to invite all members of our employees’ 
families to our Christmas party. We advise them of our 
plans in the mill for the coming year and point out the high- 
lights of the year just passed. We have not had an open 
house, but our mill is open to visitors during the daytime 
shift.” 


* ey 


“Tt is the policy of our company to try and keep the 
communities in which we operate informed about our com- 
pany’s operations. The channels used in this connection are 
usually local newspapers and radios. We have sponsored 
radio programs since the fall of 1947 on subjects that are 
of a definite local interest, such as high school football and 
basketball games. Our community relation function is not 
centered in one individual. Instead, it is looked upon as a 
joint function of both the advertising and personnel divi- 
sions who cooperate on information and procedures to be 
used. Outlying plants conduct their own community rela- 
tions.” 

* * * 

“We are planning to issue our first employees’ handbook 
during 1948. Dissemination of information through the 
house organ has proved most successful in the past. It is 


planned to hold a formal open house this year. We share 
cost of community project advertising in local newspapers 
with other industries and also run advertisements of our 
own when we have a message such as new products. Induc- 
tion training for new employees includes the showing of a 
film of plant operation and a discussion of plant policies, 
practices, regulations, services and benefits. Supervisory 
training, on-the-job training on new equipment, apprentice 
training in maintenance trades, outside training in special- 
ized fields for specific jobs, reimbursement of training fees 
by company for satisfactory completion of pulp and paper 
courses, safety meetings with committee composed of super- 
visors and workers also come under our employee educa- 
tion program. Plant executives and their subordinates are 
encouraged and are granted reasonable company time to 
participate in community affairs approved by the company. 

“We are members of a very large metropolis and ac- 
cordingly maintain no definite community relations pro- 
gram. As a matter of policy, we do not resort to any type 
of community education such as newspaper advertising, 
radio programs, or local news releases.” 


* * * 


“We publish a monthly employee magazine. This is dis- 
tributed not only to employees but to every home in town. 
This year we will have a new color motion picture, ‘A Short 
Course in Paper Making.’ We plan to show this to all the 
local business people at a dinner, and then show it on one 
or two evenings, free of charge, to the entire community.” 


* ot * 


“Our paper making plants are located in comparatively 
small communities and for that reason our public relations 
problems are quite simple.” 


Rubber and Products: Support Community Projects 


“We have promoted a field house and athletic field and 
concrete stands for the children of the town. We have a 
club sponsored by five manufacturers, the membership 
of which comprises eight or ten smaller manufacturers and 
the same number of merchants and professional men. We 
are trying to build this up to a civic center project with 
bowling alleys for interdepartment and intercompany 
matches. This group assumes the leadership of town activi- 
ties. ids alg 

“To bring the people of the town and county to a closer 
appreciation of the products made here and in the county 
we instituted the ‘County on Parade’ and at the county 
seat convention displayed all products to 100,000 people. 
This brought to them the realization of what was made 
throughout the county.” te 


* * 
“We operate in a relatively small community and en- 


deavor to keep the community informed on company poli- 
cies through the local newspaper.” 


* * * 


“Company advertising in cities where we have plants and 
offices is handled as a part of our national advertising cam- 
paigns, without special arrangements for plant cities. Each 
local manager has a certain amount of liberty in determin- 
ing the amount of company financial support and the or- 
ganizations to which it is to be given in his own locality. 
We operate under a system of decentralized management. 
Local managers of parent company plants, and the presi- 
dents of subsidiaries are responsible to top management 
for over-all results, but otherwise operate with much inde- 
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pendence. For instance, it is contrary to company policy 
on community relations for a local manager to say that 
‘New York won’t permit me to do so-and-so, or ‘I must 
ask New York.’ That attitude, we believe, is most harm- 
ful to public relations. In one or two cases some years ago, 
local managers spent too much time, in our opinion, on 
community activities, but we have had no difficulty on that 
score in recent years.” 
* * * 


“The use of newspaper releases is our most common prac- 
tice in keeping communities informed of our activities. 
Among topics frequently treated are: product development, 
promotions among all levels of supervision, the opening of 
new sales outlets and of new production facilities, sugges- 
tion award stories, service pin presentation lists with special 
emphasis on long service, employee activities such as sports, 
music and dramatics, and visits to the company by distin- 
guished persons. 

“A very successful undertaking of the past year was the 
providing of all residents of the community with an attract- 
ive, illustrated booklet which pictured and described the 
new research center to be built there. The information pro- 
vided in the booklet and in talks made by company officials 
before civic groups kept the residents currently and cor- 
rectly informed. 


“Plant executives and their subordinates are encouraged 
to participate in community affairs to the extent that they 
can be helpful. They are encouraged to do this without 
thought of advertising our company, but with the idea of 
demonstrating that we are interested in affairs which di- 
rectly concern the communities in which we are located. 


“Our various factory managers have full responsibility for 
our community relations programs. They have the authority 
to formulate their own community relations program to the 
extent that they stay within the framework of the general 
policies of the company.” 


Textiles: Fashion Show a Community Project 


“During the period October, 1945, to April, 1946, we 
ran one-quarter page advertisement each Saturday in the 
local newspaper. Each advertisement carried a picture 
dealing with our plants or the people in them, and brief 
copy designed to provide a better understanding of the 
company and its policies. Each advertisement bore our 
standard company signature at the bottom, along with the 
names of our operating divisions in the city. We repeated 
this type of series in 1946-1947 with a new set of photos and 
themes. 

“Each weekly advertisement in the current series carries 
a photo of a beauty spot, and a brief description of its loca- 
tion and how it may be reached. The names of our com- 
pany and our operating divisions appear at the bottom of 
the advertisements, along with an announcement concern- 
ing our national radio program which is aired on Sunday 
afternoons.” 

* * * 


“In March, 1946, we put on our first big fashion show 
in the city auditorium, for the purpose of promoting better 
public and employee relations, and showing our employees 
and the people of the community the great variety of end 
uses of our fabrics, 

“Models were selected to represent a cross-section of the 
mill (both production and office workers) , wives and daugh- 
ters of mill employees, high school girls, business girls, club- 
women, and community women. By including representa- 


tives of the community who were not our employees, we 
won the active interest and support and feeling of partici- 
pation of townspeople. This made it a community project, 
rather than a show to be viewed with the detachment of 
mere spectators. 

“In two years, the fashion show has become established 
in the minds of both the public and our employees as the 
big local event of the year. Our employees are proud of it; 
the public looks forward to it and talks about it for months 
afterwards; the models selected feel honored to take part 
~ ss 9? 

In it. es 

“We have seen a marked change in the attitude of the 
local citizens and are in favor of anything which will fur- 
ther improve community relations.” 


* * * 


“The extent to which community relations are significant 
to a company’s operation seems to depend very much on 
the relative importance of the plant to the community’s 
activities, as well as on the degree of public interest in the 
product which the plant manufactures.” 


* * * 


“Matters of company policy and activities of news 
value are released to the local papers and other media for 
publication. Executives of the company participate in local 
gatherings and are encouraged to discuss such phases of the 
company’s affairs as are of public interest. Similarly, com- 
pany executives are on the board of directors of the local 
chapter, American Red Cross, and members of local veteran 
organizations, patriotic societies, and civie groups. The com- 
pany’s band plays each week in the summertime in the city 
parks. Through close association and common interest, the 
community is thoroughly informed of important activities 


of the company.” 
* * * 


“We have had two educational radio wire recordings lo- 
cally in the last few months. We have shown our industry 
movie, ‘Paper, Pacemaker of Progress,’ locally to Service 
clubs. 

“We definitely encourage our people to participate in 
community affairs and endeavor to persuade participation 
by a greater number with one or two affiliations rather than 
a very few on numerous community activities.” 


* * * 


“We do not directly inform communities with respect to 
company policy and activities except as such information 
is conveyed to the community through our employees. 

“Tn one of our communities the company employs a dra- 
matic instructor for about six months of the year. His 
principal duty is to select casts from our own employees 
and from those in the community that are not employed by 
us for the several productions. This is a very popular activity 
in that particular community.” 


Woolens and Worsteds: Executives Active in Com- 
munity 


“Our efforts have been confined to employee education, 
advertising in the local papers, and subscribing to commu- 
nity efforts of one kind or another.” 


* * * 


“We encourage our plant executives and their subordi- 
nates to participate in community affairs such as YMCA, 
Boy Scouts, Girl Scouts, Community Chest and other activi- 
ties.” 


